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INTRODUCTION. 



' Although the developement of this 
intricate subject has been attended with 
consideraibte' application on my part, yet 
a great degree of attention will be re- 
quir^sd from my readers, in order to sup* 
ply th&t want of perspicuity, which may 
appear in the explanation of many ab^ 
struse points, and which I hope they will 
in some measure attribiite to the natture 
of the enquiry. 

The consideration :of my incapacity txf 
do: ttre-stilqect that justice, which its jgBp- 
portance n«iirally cjarms, would indeed 
have detef fed me from publishing, the 
result of my meditations, had I not been' 
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extremely solicitoiis of eradicating ma- 
ny prevafling notions respefting Money, 
which appear not only to be in themselves 
unfounded, but which have served also 
to • involve in <:onfusion and obscurity 

« 

^ every subject connected with them. 

1 must confess, at the same time, that 
I was urged to the full investigation of 
this important and much • neglected sci-^ 
ence, by the desire^ of explainingmore fully 
those principles of fintmce^ which I pub- 
lished some years ago, and which, from 
being totally misunderstood, were not 
much attended to« 



How far thi^ attempt to elucidate thatf 
Work, may succeed, is uncertsaitt' ; but i 
will venture to assert, that it is utterly 
impossible, either: to' ascertain the first 
causes of relative value, and form the 
science of politi(^ economy into a com- 
prehensive, clear and familiar systen^^ 
or to trace out any consistent theory of 
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ilnatite from those priticiples of Mtwiey 
Which are laid . down by Mr. Harries 
Mr. Hiime, Sir Jaxnes Stuart, Dr. Adam 
Smith, or any other Writer oil ^hat sub- 
ject. 

had any of those Authors, who pre- 

* 

tended to a knowledge of the nature of 
Money, proceeded to an examination of 

the principles that give rise to the difie- 
rence wMch so evidently exists in the 
money-price of various objects, and Which 
SuflSciently iildicat6s, that a certain pricq? 
or quantity of Money is specifically or. 
justly due to every Object; they would 
naturally have been led to a discovery 
of the effects which ensue from giving 
occasionally more or less than this jiis* 
value, as well as of the fallacy of their 
general position ^^ thai By increasing 
^^ the quantity of money in any couniryi 
^^ the ialue in money of every objeet fhdtf 
^ *//tf intreafer * 
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An investigation of this kind woul4 

Aave shewh to them, that the quicker tad 
Blower inotion or cifculation of money 
fiom h'an'd to hand-, which in its jefFects 
is of the same consequence as increase or 
decrease of quantity, must of course de- 
sttfqy. their assumed Jiypothef is, -aftd that 
(lie*-po$sibility of an increase or decrease 
6f '6b|e(rts to be represented, would in- 
felfibiy subvert the position above-men- 
fidned, ^if proved to be dependent on, 
«i?-C{<yneomitant with the increase or de-» 
^r^asp of money. By adhering therefore 
W0 much to the principles of Writers 
in an earlieir age, they deceived and per- 
plexed themselves, a?. Mfell as their Rea- 
ders, and have unfortunately left ' the 
subject to be furthei; explained. 

I jsay unfortunately, because, in refu- 
ting the opinions . of such celebrated Au* 
thMS, I feel my own want of talents as a 
Writer ; while it must be acknowledged, 
that their superior abilities would have 



iBode the troth tppe^ mott eompi* 
cuons. ' . i: ^ ! 

I flatter inyself, however, with every ii> 
dtilgertci^ from the Public, ais a return for 
Iny zeal in attempting to correct errors, 
which have not only been received ^ 
truth, but which, from the reputation . 
of then: Authors, and from the indiflfe- 
rence of mankind tfo investigations of ' 
.diis nature, have ^been adopted as funda- 
mental principles in the policy of States. 

I must at the same time observe, that it 
is become of the utmost importance in 
the present state of increasing taxation, 
to' ascertain, in the fullest extent, the na- 
ture, the value, and the power of the. ' 
precious metals; and I therefore' consi- 
•der it incumbent on me ("as professing 
some knowledge of the subject) to trace 
tihie origin and progress of their use, as 
well as their operations in fixing the mo- 
^ey- value of every object, which human 
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Industry can either, obtain or produce ; 
with the causes that contract or lextcfld 
the industrious exertions of man, in or- 
der to shew the inconsistency of the re- 
ceived opinions, and the political errors 
which have resulted from the admission 
of false principles, , 

ft 

It inust doubdess appear vfery extraorr 
dinary to men of, reflection, that no con- 
clusive arguments, or consistent theories, 
are to be found ip any Work hithertp 
written on this important subject, and 
that every publication has been confined 
to some partial explanatioi^ respecting 
industry and commerce, to some,assumed 
and vague principles concerning Money 
as well as public credit, and to some vain 
attempts to reconcile contradictory ef- 
fects, which the Authors of such Worki? 
were under a necessity of stating, and 
with the causes of which they were uu- 
acquainted^ 
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This spears evidendy/tp berlhfi.cwfe 

even in Sk Jdmes St^^I;f^^ pt^liUQafueconji^ 
my J lyhich successfully combats the opi- 
nions of Messrs. Montesquieu ancj Hvija}?^ 
by proving them inconsistent in :ih^ 
reasoning; but it unfortunately doesc not 
develope apy fixed principles or ideas for 
the purpose of obtaining more uniform 
and comprehensive consequences. 

I mention in particular the Writings of 
Mr, HarrijSi .Mr. Hume, Sir James Stuart, 
and Dr. Adam Smith, because they must' 
b? in the Recollection of every enquirejf 
into this subject: and as Dr. Smith's 
^ Work on the Wealth of Nations has met 
with almost universal applause,, on ^c- 
cqunt of the perspiaiity of his. style, 
it beqome^ the more necessary to shew 
the fallacy of his ideas; aqd especially 
in those parts of his J^nquiry, wjiict* 
eith^ tend to establish an improper and 
nowise existing distinction between gold 
and silver, by aflSxing tp the latter oi^Jy 

A 4 
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the dettomination of fiandard^ or ■ which 
attempt to prove, that the natural price* 
of every commodity increases by the 
greater abundance of the precious metals, 
which is to say, in other words , " that- 
^^ gold and siher^ frem the circumstance 
^^ of tAeir greater relative abundance com* 
«^ pared mth other objects ^ lose in their 
^' comparative yalue mth those ohjettsT 

I cannot indeed deny, that the pre- 
cious metals have lost in their value within 
this century; but this appears only in 
the decreafed rate of interest^ which con- 
stitutes their real and I may say only price. 

It is not less trae, that the price or 
specific value in the precious metals, 
which is really due to almost every com- 
modity, has been much increased during 
the same period; but the accumulation 
of taxes on various objects, and their 
extensive influence over all the necessa- 
ries of life , easily explain the cause of 



\ 



thi« enhanced value^ tritteut l!«^g;lre- 
course to the increased quanta ty&f^choi 
ney, which mUst infallibly have pbtoctah 
ced the (iontrary t^ct^ if thai actftfitiU^ 
latiori of taxes had not taken place^^' '^^ ''^ 






There would indeed be a gndtimpt^ 
pn'ety of expfessioHin saying, that the fluc^ 
tuating specific value in money of 4ififet- 
rent objects, should be considered ^as. the 
price of the rtietals; because experience 
sufficiently demonstrates, that this fluc^ 
tuation in value i^ for ever partial, and. 
nowise uniform on all objects, which 
precludes the possibility of applying it to 
indicate a change in the general medium 
called Money; neither can the metals, 
when representhlg every object, be consi- 
dered in any other light, than as a m^asun 
or equivaknt^ of which more or les& i^ 
ulPimatefy required for the productfefi of 
each object, from a combination of cau- 
ses, that are to be traced in this Work 
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INTRODUCTION^ 

;/iThe necessity of making this distinction 
betvireen the interest of Money as its price^ 
9aaA the specific quantity of it due to each 
objects when exchanged fox Mpney, as its 
measure^ will, from the nature of the iiiT 
vestigation, appear in a very conspicuous 
point of view ; as well as that of the further 
distinction which I shall make between 
the cnuses of jsuch specific value , whei; 
they are entirely independent of alltaxar 
tion, and when they are combined with 
it ; in order to shew, in the clearest pos- 
sible manner, tl^e mode in which the rise 
and fall of interest aflfeft ultimately thcj 
price of every object, 

A very little reflection woi^ld indee(^ 
point out, that the fall of interest from 
the abundance of Money, admits of a di- 
minutioti iii the specific valve or price of 
all industrious productions, to which di- 
minished value the manufacturer could^, 

on selling them, chearfully consent 
without injury to himself; while a rise of 
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interest, from a scarcity of nio!iey,prodiip 
CQs on the ccmtrar^^' an increase in thatjspe* 
cific value, which the manufacturer could 
not possibly dispense with on disposing 
of his productions. 

But mankind do not hesitate to mam* 
tain, and all Authors who have written 
on the subject, flatter the idea, '*/A7/ $ic 
r dative abundance of tie metak tends 
simply to increase the specific value of 
<^ every object; and their relative scarcity 
^^ to diminish that specific value^ on ac-^ 
^ count ofthefacuky which the posseisorf 
^^ of money have to give more or teis.'^ 

This position may, to superficial enqui- 
rers, appear conclusive; but a thorough 
investigation of the subject will shew its 
fallacy, and that the effects which they 
point out, could only be temporary, be- 
cause in the one case there must nece^^ 
Sarily arise an encouragement to produce 
more objects 5 and in the other case a dk- 
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<tdura£enMiit from the production^ even 
x^jdus same number of ohpsts which had 
l)iefore been usually produced; as will 
^ deiai6;istrated. in explaining the prin- 
ciple by which this increase or decrease 

of industry is directed. 

<. It will certainly not be denied, that 
some varying cause directs the jpromotion 
t)r the destruction of industry^ indepen- 
dent of that degree of 'security in pro- 
perty which is afforded by each Go- 
vernment, and which^ by being gene- 
rally in the same state for a long pe- 
riod, cannot in itself have either a pro- 
gressive or a changeable influence on the 
mass of industry ;, neither can it be dispu, 
ted, that tlie principle of taxing any ob- 
ject must infallibly add to its specific va- 
lue in money; which shews the necessity 
of examining each cause luid each effect 
separately and distinctly, before any ge- 
neral and positive conclusion, respecting 
finance, can be universally admitted. 



I proposal tbejrefote "toi esclmiivs idle 
{)rin)tiiiTe'(indvlmnmfah]e'^ raijises. of &e 
difffererit^ de^es*- jpf o vaifircfr attached tfo 
every;-, lAject^;. the ^prtaiciple^ which rb- 
gulate that ^ecifit quamky. of die pie- 
clous- mistalv:ix)i. whkl^ ati'^diings are en- 
titled ; jiie meras, by J Which those ptd- 
portiotifi nref kways kt^t^^ind the origin 
of ^^^i«ulliptHti6fl-ibf oBjects in w^ 
dass'of ihdnstiy* ' ' ' :^-^'' » 

I sliall also add such observations oti 
the writings of other Authors, and on 
the application of my own principles, as 
may appear useful and necessary. 

Whatever relates to Money, will be 
more or less touched upon; and I trust 
that the important truths which I en- 
deavour to explain, will, sooner or later, 
be generally understood, and. bring about 
an entire new system of policy respec- 
ting finance, not only for the purpose 
of extending the population, the agri- 
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X6 THE DOCTRINE 

Let us suppose, for instance, that the 

• -■ » ■ 

talaiig'oPtfeh bijr<te required no mcfre time 
than was necessary to catch one hare ; 
tjie price of barter became then established 
at the rate of one hare for ten birds. 

- • « ■ . .*. » 

A little ej^erience shewed the different 
degrees and kinds of labour which were 
necesiary for procuring evfery object; 
and upon this principle a general scale of 
value took placel 

This necessary and, to appearance, re- 
gulated proportion^ was indeed some- 
times disturbed by a more general consump- 
tion bf tfn^ iartfcie in preference t6 aiio- 
ther; as we may suppose, for instance, that 
fisK feight in many places have been pre- 

listihMiti^&ares; sucii:a circumstance would 
liBttiftBBy discourage the hunters, ; arid en- 
idcFutt^e the fishermen, by the latter beiiig 
TiVei*tAid, and the former u«def|^aid in 
tKi^' genei^al barter of labour ag&iflst la- 



bour. ■•''- 
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of kquiVALt Nts, i^ 

Self-interest, howeveJf, prolnpts thfe ge- 
nerality of mankind to follow the most 
lucrative employment, and td ifltreasfe 
their exertions, wherever they are most 
wanted ^ the greatest quantity of food, 
cloathing, and conveniences, pixicured 
by the least trouble^ was at that time, ai 
at present, the price or lucre to be derived 
from the possession of any object that 
Was much wanted ; and being a sufli- 
fcient, inducement to alter th^ mode,. or 
to increase the quantity of labour, i 
greater number of persons woiild natu^ 
rally take to fishing, and restore by 
those : means the necessary proportions 
bf value for keeping up both employ- 
ments; •; ^ 

t ■ » 
I 

In this mannef did a tendenfcy to dis- 
^ order produce the rcfaiedy itself, by 
iinccjuraging a greatei- productidn of the 
bbject that had been overpaid j and thi^ 
unerring principle will always continue 
b be the groundwork of human irt^ 

B 



dustry, whenever tKe numberof oifajects 
is not liimited.by mtture^ asmay frequently 
ie the case. 

. The precious nietals derived d^o thcfr 
iDelative valu^ from the labour exerted 
in procuring, them; and W^r-e * iiist 
t>nly emjdoyed 2$ ornaments and uten- 
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It niay be here netessaty tty bfeseivcj 
that a contribution in kind on every prtf^' 
duction for die purposes of Gbverhiaient^ 
tould not in any degree alter these 
regulated proportions, betauie the act of 
levying a twentieth,- a tenth, or any 
other moderate proportion of- each man'i 
industry, produced simply the conse^ 
quences of diminishing the stotk of each 
individual (whether his own production 
or what he procured by barter)^ and of 
inducing him to increase his labour for 
the purpose of Supplying the deficient 
cy, IS case ifii^ vmis should retjuire ft; 
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FuMic contxibutioBS, therefoR, were 
Ht t!|fat fiiifie rather incentives to^ fmhtf 
iiaWrt and ^d tiot cliecii: tlie prpgr^sk 
;bf llidQstry, as at presrat appp^'to be 
419 case, framttxcftpariiil eiGsmok and 
cotDplicatedl effects. .: . : , . / 
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Wben jcivUmtiott niypkctd^ a relative 

y ^- . ' ' . • '^ 

ya)u9 eistablisll^d itself betwebn r menai, 
imd corporeal labour, solely bjr meatis of 
coibpetition, as di»d ^tfld be no 
Itt98#r<l pf v^ between ^haaa. 
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This competition was, howeyer, w$lt 
jpofeed by counteracting principle?.;, 9 
too ^gh eyaluafion of the njent^l po'*^?' 
ers was prevented by a niorp c enerajl 
pttWvstionbfth^niiiid'j liWiite Ag limiteci 
mental gndowments^fby fer the '^^test' 
hmnherOfiftdiVida^^ preyfefitAd 4 *0Q' 
great depre^fetii)* of those powers ' 



.^ A ntfti^ sbri: of i)¥operty must a!io 
IjlVe atjseil iij ^ earl;^ period of spci^tjjr 
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from thcLXuItfvation of certain spdtsof 
grioioind, which- became annually produc* 
ajve, and to lillkh the established rules 
wouldTJiiot .apply, bjpcause Njture.'HCted 
her pait as w^'^)b Labour^ in producing 
the objects required. .* ' i 






T The njorfc enUi^oed part of aiahMnd 
feust : at \Aa .' ; aahie; ' litne have : discover* 
ed that there '^Kxfeted a general incanveni* 
eno^ with^'cOfisequent impediment to tho. 
further ex^t^n^siiHt of industry, fr<>ni tha, 
want of a medium, by which every ob- 
jfict might; bft more quickly - e?ceh?iHged, 
and retained at its due.piroportiQn, g£' 
value^ 



*M r, , 



Cattle and tiide^ were Gonseqiently: 
first thought of als proper intermecKate 
signs of value for the purpose of facilii^ 
taring every kind qf exchange^ . . : . 

It may seqfm.extraordinari^, jtjwt sucfe 
unwieldy objects should have bee» prei- 
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ftrred to others; but it inust be consi- 
dered,' that every thing, excepting the 
ttretals, or some object of as small volume, 
md- of equal durability, would have been 
equally troublesome ; that cattle and hides^ 
were objects of general use ; were easily* 
tfansported from one place to another 5. 

and that the first, in particular^, had ii great 
affinity; to lani^, with respect to its na-; 
turally productive powers. 

The evident distinctions, which existed^ 
between corporeal and mental labour, as 
well as between cither of thbsc sorts of 
labour -and the produce, of. nature, made 
it then necessary toi Sdopt several new 
considerations ixt ascertaining the relative 
\'alue of one. thing with another; and 
particularly when both objects to be 
exchanged, had the quality of annual pro- 
ductipn adherenr to their nature; in. 
wJiich ease, the three following circum-- 
stances required a very attentive, iih 
Vcstiga^on, viz. 

B3 
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<durafeniefit from the production^ even 
i»£^?tiie same number of obfccts which had 
Ijefore been usually produced ; ' as will 
^ dejtno^istrated. in explainiijg the prin- 
ciple by whicl^ this increase or decrease 

of industry is directed. 

<. It will certainly not be denied, that 
some varying cause directs, the jpromotion 
lor . the destruction of industry^ indepen- 
fJent of that degree of 'secority in pro- 
perty which is afforded by each Go- 
vernment, and which^ by being gene- 

Xdlly in the same state for a long pe- 
riod, cannot in itself have either a pro- 

» 

gressive or a changeable influence on the 
mass of industry ; , neither can it be dispu^ 
ted, that the principle of taxing any ob- 
ject must infallibly add to its specific va- 
lue in money; which shews the necessity 
.of examining each cause mid each effect 
separately and distinctly, before any ge- 
neral and positive conclusion, respecting 
finance, can be uipdversally admitted. 



I pro}>osdi tberefoKi itt> eximlm tlie 
{)riniU!ive^ind> imnmdahle'^ jcaiises. of the 
difiereiip^ de^es- jqtfo vatoct^ attached to 
cvery;:crfi|ectj; the '.principles which -ick 
gulate that ^ecifie qustitky. of ihe pix^- 
doi»- Jiietals,^: to which ^att-'t^^ are en- 
titled; ihe means, bjr ^ which those pto- 
portioiis are kways k^j^t^^ ain'd the origin 
of ^^^niamprimm-M ducts' iii each 
dass'of industry* * ' >-'♦ 

- V • - 

I shall also add such observations oft 
the writings of other Authors, and on 
the application of my own principles, as 
may appear useful and necessary. 

Whatever relates to Money, will be 
more or less touched upon; and I trust 
that the important truths which I en- 
deavour to explain^ will, sooner or later, 
be generally understood, and bring about 
an entire new system of policy respec- 
ting finance, not only for the purpose 
of extending the population, the agri- 
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dcrcd relative to labour, (the point bct-' 
v)ir duly ascertained to whom the soil 
orifiiivdly belongs); nnd to local circum- 
s^ancei; i\v.m he furilicr attributed the va- 
rious and widely-differing values for the, 
^ame kind of ground. 

Such competition - value must conse-, 
qucntly l?e deteriDined. by the relative, 
quantity of land compared with the quanr 
tity of labour or number of inhabitants; 
?ind the local differences, by the advan- 
tages to be derived by assembling in large 
bodies on commodious spots of groundf 
compared with the disadvantages that 
arise from living at a distance, or in pla- 
ces of dilBcult access, 
» • • • ■ • . 

Those differences must naturallv be 
very great, while uncultixatcd land is to 
be procured, nnd that the proiluce of its 
ciicivation must be transported to any 
iiisrance. 
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It becomes useful, therefore^ to ob- 
serve, ^ndrm keep in view,- that it is tibt-- 
possible to ascertain the. just proportion 
either of the relative value of uncultiva-^:^ 
ted land, or of that of mental exertions, 
as compared with corporeal labour, in 
tie same manner as may be done 
where corporeal labour is .alone employ- 
ed; but there can be no doubt, at the 
same time, that the above-mentioned 
competitions have certain bounds, be- 
yond which they cannot proceed, and, 

. • ' • • ■ . ' 

which depend on a variety of circum- 
stances too numerous and complicated 
to be stated Mrith any degree of preci- 

The second consideration of the 
probable ratio of the annual increase of 
an object from its natural powers, meets 
with less difficulty. 

Some part of the natural produce 
was, indeed, always supposed to depend 
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on chance, or (Mistheuiicemin degteeof 
effects which adse from the seasons, and> 
against which no human industry could 
grovide ; but the experience of former . 
years established at least dataiot some- 
calculation, and the distinction betweea 
the natural and the artificial effect^, 
required. particular attention, fpr the fol^, 

Ipwing rea$ons^ viz« . 

J. 

, Every soil has more pr \t^ the^, 
power of producing spontaneously;. but« 
by adding labour, apd other materials to. 
it, this produce is considerably increased. 

•In one case, |*s oif such produce 
might be attributed to natural causes, ahd 
fths to labour, and other ingredients. 

In another case, |* only might be; 
attributed to the latter, and f^ to the 
former. 

These proportions of labour, and ^ 
other materials, remained always to be 



4 



added yfeiarly^ in order to obtain the g#r 
tf^rear/ produce; and it becanje theifcefor^ 
toeeessary^ in the first instance, to deduct 
fciich J'equired proportion* froiM the. te-? 
ftpectiye value* of anilual produce^ b% 
Order tp tocertain what Was done by m^ 
turi\ as it made J!t. imterial difference to. 
die owiierSj whether they had to pur-^ 
chiise in futul'e !«*»« or i^^ of the real value, 

l^his addittbtt^ kbot^r^ i^d those map 
teriali, which 1 have been endeavouring 
to point out as libsolutely necessary to 
obtaitt any production, must however be 
understood as independent of what may 
b(i further added for the purpose of In- 
creasing it* fUti^e ipMtaneous powers^ 
ot What is (Called improving an (^state# 
which give* it^ an additional value after 
its produce ii disposed of. 

There remain*, then, ultimatiely to be 
Considered j the probable term of enjoying 
such p^oduiiei which depended on itf 
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4. 

limitation by agreement ;* or, if nowise 
Kmited from that cause, either on the 
uncertain events of nature, as in cases 
of life and death,' or on the ftability of 
Government, together with its due ob- 
servance of justice in enacting, as well 
as executing, such laws as were neces** 
Hjary towards the security of property* 

In order to form a clearer idea of* 
these diflferent causes of relative value, 
by the proportion of numbqrs^ I shall 
suppose, that two annually productive 
objects, liiiiited to a certain number of > 
years, are to be mutnially exchanged: 

One shair be as looo in natural or 
competition-value ; 8 pr* ct* 
its productive powers by- 
nature ; and 2 pr. ct. more. 
' by artificial exertions : in all, 
10 pr. ct. 
'■ and 10 years its duratioib 



The other ish^ bte -as laoo in n'amral 

or con5>etirion-value ; 7 pr ct. 

: annually its productive pow- 
: ers by nature ; and 4 ,pr. ct. 

more its artificial powers; 
in all n pr. ct. 
land II years its duration^ 

% * • • • 

The general result in comparative v4- 
lue of these varying causes in different 
objects, will be as 800 for the first, to 
924 for the last. 

8 ^r. ct; on 1660 is 80 ;' nitiltij>lied by 
to years, is 8ot). •' > ' 

f pr. ct. on 1200 is 84; multiplied by 
ii years, is 924; 



r . f. 



There might also arise a further dis- 
tinction between these t^o capital stocks, 
should tlie produce of the one be inert 
ftnd consumable, and that of the othdr 
^reproductive i in which case the lattei 



■ • 

Iwo'jldl be fmrtiw cndtted to th? coii. 
-^qpdrado oixu.naturali^rodmQ^ during 
-thc^:term:0f its.iurarion,.in the ^m^ 
iftanner a^ coirjjounii imercst i3 cslculit<i?4 



*>•» f- • * 



The joint powers of nature and i)f lii 
fcour, wiay therefojpe be said to have foy^ 
pjedj^ Miijppneint parts of eypry thing 
5pixi(dtt'<;?diand.aIdiough a relatiyevglue sub^^ 
isisted even ia aa wly period . of society 
between both, upon the principles . alre^-^ 
dy described, yet no determinate niedium 

« 

or pflc« could be said to exist for defining 
I each, excepting that of tiumberSt 

, Dr. Adam Smith has indeed cndeavoti- 
red to prove, that the i*eal price of every 
thing, is the labour employed in producing 

it It appears', howeverj, beyond a pos- 

'*■ ^*' . .. . ' ' 

aibility of contradiction, that Nature 

> • ■' \ ' , , ... . . , . 

acts her part aliso^ which destroys his 
hyppthesis. 

Ihere does cot even (in this state 



'«f thIngO appcat a possibility e^ tra- 
dng any fbuttdation of Value in nmny 
Cise^s excepting the ^competftion -value 
between Nature and LAdur, acdorditijg 
to their re^ective T>oun& and {towers ; 

•and although a spedfic measure in die jwt- 
dous inefeBs^ under dh'fe dtnoninifttioh 
of Money/ has since fliat time been ge- 
nerally adopted, yet such meiasure, whett 

'considered in its original abstfact situa- 

J- ■ , , 

tion of a commodity procured by labour, 
wouM stifl have been subservient to 
Ae^^Mde principles, did not its bniver- 
^alfty, and consequent powers of pro- 
duction, tailed Interest, give it a neW 
ctta^rtef, Which Mm be further ei- 
plainfed in a subsequent Chapter. 

To triaice, in the liiean time, how a coin- 
|)arative valu6 <vas' established betweeil 
land, cattle, and other property of a 
haturfe to returh an annual produce, and 
those bbjefcts which return no such 
j[)rt)duce, it is necessiuy for ine. to ou- 



9tTVc^ that the foundation from whence 
arose aH produce . v^hatcter, comwted in 
I]iatwral and in ajttifkial labour, represw- 
•■ted/by soil^ captk^ ,5/<7v^5^;and freemen^ 
jointly or separately, the jpossessors of 
.•which considered them as so much stock 

• rrr .^ i ■ ... 

in , hand, of which the annual produce 
was to be afterwards exchanged for what- 
ever their exigencies might, from time 
to time require, j , . 

:■ ••••i. ■' 

-• - - .... , 

, A productive and an unproductive 
object, had .therefore the same kind of 
origin or foundation ; and t^ie relative or 
.competition -.value of every foundation 

» * ^ 

was ascertainable in the manner already 
defined. 

The natural or competition-value of 
a productive stock, and. its consequent 
natural produce, became then to be 
compared with one year's general produce 
of the natural or competition- Viilue of 
some other stock; 



OF EQUIVALENTS. 03 

, ...Suppose, for instance, that the.compe^ 
j^tipn- value of the former was looo; 

8 pr.ct. annually its natural 
. , produce; 2 pr. ct^ its artifir 
. dal. powers*^ and 10 years 

its duration. 

The full value must be 800, or 10 year* 
purchase of So, being 8 pr, ct. oniooo. 

If this produce should however. be 

t ■ f .• *« * 

haturaUy reproductive, the rate of th^l: 
natural produce- must still be compound- 

cd with it, as before stated. 

4 ... 

Let the ciompetitidn - value then of 

» • , ' •■ 

the latter, from whence the unproduc- 

-r-. - " ■• ■•■.,. * ' . 
Jt . , 

tive object arose, be as 1200, and 16 

* .»-■.,,. . , , 

pr. ct. the general jproduce* 

The full value of the consumable 
dbject must be j20, or one year's pur: 

chase. 

The power of thus converting^ oy 

e 






I . 
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exchanging air unpraducrive object by 
a fair barter into a Stock, or founda- 
tion, giving an annual and independent 
income for a certain number of yearsj 
tmtil an equal value was returned, in- 
duced individuals to be more iudustri- 
ous, and particularly so, .when, through • 
the wisdom of G6vernmerit, security in 
property became better ascertained. 

* * 

It must appear evident, that however 
much mankind were inclined to pro- 
duce such objects only as would re- 
produce, yet the necessity that must 
have existed for producing consumable ' 
objects of indispensible use to each in- 
dividual^ would at all times prevenf 
the former being aver-rated when ex- 
changed against the latter; while there 
can be no doubt at the same time, that, 
from the naturally reproductive quality 
of many objects, and the general de- 
sire of mankind to accumulate, the mass- 
Of stock reproducing annually^ would 



jioiidniier yearly ta iqicrease from the 
g^ai^sl /jsavings, until a cprp]pleat ma- 
lurity, or thai: degree of population 
jind industry, which any given tract of 
country would admit of, had taken 
placck . ^ 

The impedinidiits, which often arose 

to this increa^ng principle in industry^ 

could formerly only! b^ traced to the 

want of proper protection^ to which 

may now be added^ tte want of an ad- 

didofial quantity of the medium of re- 

presentation^ which will soon appear to 

be a necessary leement in every in- 
orease.^ • : : : 

We must mrt however, from this 
ekcumstance,^^ lament the intfoduetioii cff 
in medium of'representation;^ as^ had it 
not existed^ the nature of a mature state 
wo old -have been verjr different from 
what- it now is, an accbiint of the 
physical impossibility of promoting the 



..same- degree:. of population apdcindusny 
on any given tract' of- gfounij, ^Without 
the -^facility whi<ih".;afise3 froni- such me- 

Before I proceed^ however, to this 

new order of things, which took place 
:on the introduction- of the metals'as re- 
.presenjatiYfe.signSj'xit is necessacry t© r^- 

-capitulate what' Iv.have ^sttid, as I wish 
iito.. impress V;^ryi.-sttpngly. on the iHinds 

of iny.rea^er« tb& ^st -principles ofrc- 

l^tiye value. •: -.; j . 



• "» ■ ■ 



. . It has been stated- above, that thosfe 
objects, wliich were procured by cor- 
poreal labour only, were exchanged ac- 
cording to the jiature-aad. degree .of it, 
'iiivhich each required, arid, that any .de- 
viation froin 5Uch principle,, occasioned 
by. th^; desire of man for. one thing in 
j)riifcrence , to another, was cjiftclced by 
the encouragement which immediately 
ajose to produce more, of the objects 



preferred/ excepting- 'ftli cases • wh*6ife na- 
ture tJtt^tigd - the .^nuirfber-^of icjbjects;! smd 
ifi > \^)4ilfK^: .thdrefore- tlfe . competition 

price? cobld have no-bbinias set Jxr.iC;:^'^ 

* • ♦• - . • I . 

Ir ■■ • . * ' \ » » • <-4 /-> ' • f ~ » ■ ,1 ,■.•..;••. 



' .l^e ' same principle 'tij^plfed alst) ' "lii 
some degree to establish^ or at least 

to check, the relative value between 
qofp6ieiar''a"ild mental laDour, although 
cdmj^etlttoli' was the foUiadatibri of th'dit* 
primary value. 



it« i< • • 



/ 



It has a^so been stated, that the com- 
par^ative yajue between,, uncultivated; soil 
apd, labour, ^rpse from the-relaUve quati- 
tities of, eaph, or the given number of; 
inhabit^q^ yon. .any p^rticuto • tract gf 
l^nd; ^and th^t great local, distinctions., 
arose from the assemblage of many in-, 
dividualson one spot;, and the advan* 
tages resulting from thn.t assemblage, 
compared with those to be obtained in a 
more solitary and distant situation.. 

C3 



- I liave.aUo meotianed, thataJjMeST 
niediat^ sign was found necessary, in 
order ta facilitate and multiply exi 
change ; and • that cattle arid '^^ hidesu 
though inadequate to the objects in 
view^ were first adopted foy ^hat jpuif- 

fQSQ. 



* • } 



My readers VfiU further recollect, that 
^iiree considerations were necessary to^ 
ascertain the relative value of each spe- 
cies of property, which produced y^- 
dependent incomes, viz. 

The labo^ to be e^rtploy^d, o!r the 
competition diflSquIty to be surmountedj 
in procuring each of these objects ; 
their probable annual* prodiiie vftbm no- 
tural causes ; and, lastly, the positive or 
probable rerm of years, during which 
each property would be possessed. 

The first proceeded from the soil 
and its natural powers, as also from 
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diflfereat : Jdncb . o€ bodiiy and mental la- 
bour coinhiiied tcgether and brought 
tO'Consififency; . the second depended 
on the species of object with the ex- 
perience of its naturally productive 
pOWf5rS:uift' fonner years, and the last 
en ^ Zimiljatiqn by positive iengagement 
tOr^,-^en6d;Df years, or, if unlinjitc^d, 
oa the uncertain events of nature in 
the ,cB3f» of (life and death, togethdi? 
wth the stability -df Government and 
the proper administration of justice. 



.... ■ ■ • \ 



. TherJartfaerp hecessary to 

trace a comparadve* value between ob-' 
jects, Jthat were to produce, and others 
which were not to produce, consisted 
in tracjing the. comparative or campet^' 
tion^valoe of the stocks or foittdations 
from whence each arose. 

The rate of the natural produce of 
the productive stock, multiplied by the 
term ot^^yefars of- its duration, was^ thtn 

C 4 



to be compared with 'the dbsohittv^^ 
ascertaiJied to have arisen iii:produdiig 
the cQnsuinable object either by nauuife 
or art. - *...:. r. .. 






By means of all these principles, it- 
was in the power of every man to traCe 
^ relative value between dl things, -ex^ 
CQpting only those parts in. which-iiatuite 
was concerned,, and which therefore 
Ipii^t : necessarily ihavjcl-iieen -feft-- to 
chance: and all objects were. even ex^ 
changeable with each other, without 
tjie 'i|rtei:inediate andliijcoflipeijenitiigns 
of, .cattle, and bides ;:. Jbut ^he . introduce 
tioji^-cif -the precious metals, as.a-general. 
ifiQdinm.: of xepresentation, ., procured 
more completely the obje<tt pf "greatly 
facilitatmg and jDultiplying eYejQrvkind 
of exchange, while, ttey , simpli|ied,:;^?f^ 
the same time, the first principles of re- 
lative value, .J. • '; 



t ,. 1 ." -.F .■ , I ' iV". 



. It will al§o be found, . that they pos- 






sessed, from their natural and acquired 
qualifications, the most unbounded powers 
in organising public finance ; their vir- 
tues have, lfc(iweyer,'ffrifoW>nately been 
so much misrepresented by mankind, as 
to have occasioned the introduction of 
tite .inosr.\ p(?;plaxing ,m^. d^ingeyoy^ 
thpeories,. \whicb hutnaa .\in]geauity could 
invent. 
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CHAPTER H. 



I i ■ 



On the Principles by which the spec^ 
> Quantity^ rf thi Precious Metals di» 
ta each object is regulated* 

m 

IN the preceding Chapter I 

have stated the cause and the nature of 
a relative value, which subsisted be- 
tween all things; and although it ap- 
pears, thzf, when the objects to be ex- 
changed were not of the same nattu-e, 
the great principle or ground- work of 
such relative value was Competition : 
yet it is. equally evident, that this 
competition was always counterpoised 
and regulated by the interest and in- 
dustry of individuals ; f?om whence we 
may conclude, that there has always been 
traceable, from experience, a just and re- 
lative value for all things, excepting in 



those ca^es wbi^re nature limited thd 
number of objects. .... ■ ■•{ 

To . retaih 9II things at that just .Md 
relAive value wifh tme another^ is con-s 
sequetidy an unerring principle, which 
self-interest implants in the mind of 
man? and no human laws can so cffjc« 
tually operate! to that purpose^ as tlie 
natural pursuit of the whole commmu-' 
nity. 

It has been already observed, that tho 
metals derived originally their relative 
value from the labour required in pro- 
curing them, and that they were at first 
only employed as ornaments or uten- 
sils. 

The reasons which induced mankind 
to adopt them, as the properest repre- 
sensitive signs, were, no doubt, because 
they were divisible to the smallest pur- 
poiie5, sufficiently durable in their na- 
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tme^\ and; easily: transported from' on« 
place to another. •• 

A relative value being already • esta* 
Wished for theses precious metalsy' • it" is 
natural at first, to . conclude, that the 
specific quantity of them' to be given 
for any particular object, was ^ascertain- 
able upon .the original principle of their 
being an unproductive prppercj^, procUf 

# 

red out of the soil by labour, and diat 
there was of course no necessity for 
taking: J aiiy n^w principle of i. value 
into cQnsid^ratipn.. 



•■ » : I 



■ I 



, .Whea we reflect, however, on the 
great demand . which . ineyital^ly . took 
place in consequence of their adoptiort, 
as a medium of representation, we shall 
find no difficulty in tracing the neces- 
sity of admitting -af new principle" of 
value, and at die^jsamc time discover in 
what manner interest or annual- pi'o- 
duction arose, as wett as the- wonder- 
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iful amngemerit of power arid profit 
^hat^ifeUed to every coitamunity. 



'V •• • 



It Is; in reasoning on this point, that 
^l:Writers-6n the subject of Money d^ 
'J)^rt^ f roiti the 'first -p^inriples of its itt- 
stitutioil a$ a represcritative sign ; arid 
to their imperfect suggestions, may be 
attributed a series of errors, which have 
ptoduced many superfirial, confused^ 
and ' discordant theories. ' 

V To trace, tlieli^ the origin of Interest 
of Money, we M^e only to suppose, 
that many ' individuals perceived a greit 

r 

advantage in the possession of pietes of 
coppeiv" silver, or gold, for the pur- 
j)6se'"^f ^xchatogirig'' them, upon tfie 
principles alrcady-estaBlished, for tvhat 

• • ■ ■ 

things they might want in sowing,*' su- 
perintending, and gathering in their 
yearly Crops, or in carrying on their 
manUfhctories ; and that they were 
therefore willing to procure a quantity 



I 
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of thert,. not in exchange against atiy 
thing, but on the simplei Condition of 
their being returned again to the pro^ 
|)rietor m^& a certain additional num- 
. hfj (from ten to fifteenl per cent po^ 
sibly in .tho5e days^ after the jealisa^ 
rtiun . of their crops* 

It is evident that, aS thoie indivi*^ 
duals who had. occasion for these me- 
tals, could on the one hand afibrd to 
add this premium to ' the sum bor- 
royi^ed, on account of its having Tjeen 
the means of extending considerably the 
general producef of their industry ; so 
these metals^ on the other hand^ were 
/ully entitled to this new coiisideration 
of annual liire for their use,' from tlje 
generally good effects which they pron 
duced. 

'■' * 

The metals becatne then, of couirse^ 
classed with that kind of property 
which produces annually, and, from 



« 

dieir uftiverial utility, they obtained tht 
right of precedency in estimating all 
things. 

« 

They, indeed, soon lost their origl- 
ftal principles of relative value; but 
the reproductive power of interest^ 
which they had obtained, gave aniple 
encouragement to raise a greater quan^ 

■ • 

tity of them by labour. 

By the attraction also of this an- 
nual premium, money was constantly 
moving from hand to hand, as every 
person lost so much increase by re- 
taining possession of more than was 
necessary for his daily occurrenjces. 

The most common observer will per- 
ceive, that this constant and inevitable 
activity in the metals^ enabled a small 
maf s of money to transact the business 
of a great community, and that each 
time it moved was tantamount in its 
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gftneral €£Fects,.to, doiMflft. jthe:quaiir 



f 



• l« •• ^^ ■ fS .--..,. 
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The rapidity, therisfore, 'with which 
i^Cjvey... jnpyes . ftom Mnd. to . hand^ 
fqjpns. ^^j inater/al . part of its^ powers; 
andnit. . . fon^tqutmJx hqcomes. ^ necessary 
to.. state, every principle which affects * 
f^% . .circjiiiaiiio^ . .. before , I , proceed to 
explain those caiises. which, by raising 
or lowering the money value of the 
pbjecjt^: toJ)e rQpi^esented, occasion a 
relative scay.cjfy. Qt plenty .of money, 
W.ja? ijreat a< degree, , as if. the num- 
ber . of obJQCts . had been increased or 
.d|jpii|ish^d4 



•■!• » ...|... , "f" '•! ■ 






It has been observed, in the pre- 
ceding.. Chapter, that security in .pro- 

' '_ ■' • ■ ' - ..'*.■', 

perty,^ was the primary cause of all in- 
dustrious activity;, and this principle 
applies,, with peculiar propriety, to ±e 
activity of money j because the inte- 
rtst (»f individuals requires, that '\vhab- 



'tver* is exxrhanged forimoney should be 
^©gsessfed, widi M great a degree' of 
^cuirity, as human .justice can; upon 
general principles of policy, contiive to 
establisH. 



> )i'» .M( :i ^ 






lo if:4fll:jGovernments 'chea. diffet.;&tt» 
-taefe otHer^ as : to .dti^.^fft^ ^€\Ac^ 
teuri^y which they afford' to propegty 
ftdm - the nature r d£ - their . la^^ - artd 
fcotti - :the.l degree , ,of :' ^justice bbservSd 
in • (parrying them; into execution, -tfierc 
must* 'iiaturally. exiyt^- at: dt. times, ,m 

different countries^ a considerable ^va* 

« ♦ 

riation in the rapidity with which 
rikmey' either circulates froni hand to 
hand upon simple credlt,^^"cr is- ex-"^ 
chafiged for ■ other '^;p«J|y$jrty prddiifcing 
annually,' as ' well ' as ''in tfie preffltem 
demanded for its hii-eP -'■ • -' ■ • • < •' " 






A moment of genei'ail doriftisioriV' ot' 
discredit, will also produce a partial 
suspeiisicm in' the circolation of the 

D 



\ 






itpriSentativej sigm, ..but ' tranquillUf 
'i^ill--l:estDre it •'agaki^ .prf)vided diase 
'^igns have not bfeennrasAC out pS-rtUt 



T • » r 



The high 5r low rate of interest^ 
•MrfsSng 'f:^©!!! Mlthej..r€totive ..scarcity/ ei 
pteiiby t)f ;?mom|2, oanay^ furtHeir 0^?a- 
jtetfj 'S^mfet c%a%e iji'-ithc rapidity ^ of 
ctocufefdon, as fiia&kind are more orles? 
kSispt^^ to part . with their moneys 
in^ ^roportfoti jz$ ■ they »are tempted 
with arhigh or: low ,prenuum for its 



o.'ShiSilcycvJi^s^tanct'ttin^ however,, ofr 
ly..b^;cQii6idel'fcd-as a mfling ..check - to 

^•fUl] .conseqwi^sr<rf^ ple»iy*^:0.t 
5Caj:i?iQ:^f;^0Mytr:and we have there- 
fore only to attend to .the two first* 
jnentioned causes of the variation of 

wjbich 1 am treating. ; r ; 

• ■ 

U forming an idea of the plenty 
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t)r:the. scarcity of toy conunodity, it 
is in (general to b6 Understood, as 
meaning the quantity, of that, com- 
modity compared with the quantity of 
some other- object, which can only 
be ascertained bv the demand for the 

;^e qs.pffereid to that for the bth^r^ 

- < . 

.but, .iiir tracing the cause of a relative 
plenty or scarcity of money, compa- 
red with other bbjects, there appear 
to exist the additional considerations 

r 

of the degrees of motion inherent tQ 
the first, and of the specific 6i ho- 
'mirial' vialiie of the last; both which 
circumstances seem to have beeri endre- 
ly overlooked by every Statesman, and 
J^hilosbpher, in their leasbnings on that 
pomt. 

\S^af6Ver adds thweifo^i lb ^^^^ 
Sity of the circulating ' mediuih, 'or 
takes off frbfli the specific Value' of 
any object to be represented, is iii 
effect' il&<e s^e as if a greater qiiati- 
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tity of money were produced,, /or: * 
less, number of objects wero'tp be r«- 
presented, and vrce-yersai 



•> f * • ■••.-•• 



' • Prohi- -"th^^e- dombihed- d?ciBiitetahceif, 
IftAurally'affses the rate of interest, ^ 
iijic^^ of- moriey ; and no httttian IktC^ 
'can possibly 'altet it in thcPitnallest "d^- 

r ■ r ' >■ 

' . „ "I" ' ■ • . > 4. .. - ,7 

•* / ■ • # 

I ^ ..,,*»»._-. ,. A 

. It becomes, therefore, not only .art 
^act of injy5tice, hut even impolitic' in 
CxovernmeBt, -to fix it in any manner 
•whatever, because every person has a 
rjght to sell' his money, as .well as 
lii$ -iBstate, or house, , for whatever, 
from the situation of things,' he -caa 
obtain for it; and, money being Ik 
moveable property, the proprietor can 
always contrive tp send it to those 
countries where a better price is to 
be ..obtained, if he should be obstruc- 
ted at home in his natural .righ^.. 



-The" lilost material principle," in 
the •' secunty- of all- pcissessions, is cer- 
tainly, founded oh this - freedom- to- 
make- the most of every kind of pro- 
p6tt|ffi ' an4 the feasdnitfg i&f a mora-' 
list can no W4ys <:oritrovert it, as ^ the' 
[^indples' ' of money, and the princi- 
]f les of morality, have na -sort of af- 
finity -with one another, whatever 
Philosophers may pretend to have dis-^ 
(Covered hi' the vicious tendency of 
money,, as .the engiae of corrup-' 
tion ; which corruption eqtialfy ex- 
isted, by means of all other pro- 

perty, before the introduction of gold 
aiiid silver* 






Lawsi which limit- the interest of 
money,: will also not 6e obeyed, if 
contrary to the natural sitiiation of 
things, and will be easily evaded; by 
means of premititns privately given. "" 

^. Oovorninent itself evaded 'the ex? 



\ 
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istiiig laws in raising money for tfc^. 
public service durin g the . last war^^ 
while a Court/ of Equity thoughts. itr 
self obliged, at ,tbat time,: td: sanc- 
tion the \aQKl% of a money •- contract, 
between mgn and man, because the, 
laWfj:j^oulii not permit money to be 
t<3irrpwed at the rate of interest then, 
existing (above 5 pr. etO for the pur- 
E9S9 of paying off a niQrt^ge,r,jyhicIl, 
had been granted^. at a lowcf rate, oa 
condition of being redeemed; at z $dr 
puLted cjme. ' i 



-> ' I 



.It is impossible, to : conceive, any; 
thing more unjust, or impoUtic, thaft 
diis mode of proceeding ; first, in pre- 
i^enting ;^y . , individual . ftoip bprjow- 

h}g money at any rate he pieces i 

• I. ■• . .1 ■< 

apd, secondly, . in favoring a> . breach of 

■••1 v4' ■/ ••• 

contract, by not jgranting a . foreclo;- 
sure on .a mpr^^ed qstate* . = , . 

* ' ^ * ■ -< ■ I » .- . J • , _ -*■ 

*-• • f 

The proprietor of mofligy. , is : ce^ 
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lalnly entitled to high %erest; when- 
ever' if is obtaiMble, if on lending it 
at low interest, -he stipulates at wha^ 
time his right of being repaid is to take 
glape^fr. A«hile. (it is ' evident, on the 
contrary, that whoever has occasion for- ^ 
the. use pf money, and, has the ad- 
xaxitftge of low interest, when money 
is: :i4entiful, cannot cpmplain of the 
riecessity. he is under of borrowing at 
bigh interest, wjien. mm^Y^ is, scairce. 



M * J ^ >• 



The fandamentalt errw in this bur 
sines?,:. consist3 .in the having enacted 
a positive and invariable law against 
what is in its nature relative and va- 
riable ; and the futility of thi& Jaw- 
is evident from the facility of evad? 

i|ig it* 






The evil, however, that has aris!?B. 
from the decisions of the Court of 
Chancery, is a discouragement to aU 
lo^ns on mortgage, because, it i$ now 

^ 4 
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upon record, that a .court of justicd- 
wiU not support a money-lender in. his 
j\ist and natural right§. ^ 



The pleas urged of the low interest 
having been regularly paid, and of the 
hardship of being unable to .borrow, 
money at the rate allowed by laW, 
are unworthy of a moment's colisid^ra- 
tion, since this law can be evaded, and 
since low or indeed any interest, cajj-* 
not be the just price for a property, 
the capital of which the proprietor has 
at that time ^ by his contract a right to 
ciaim;.-: - * - . 



■.••!■.'■■ ■■■, 

taws for the protection of Minors, 
and for the conduct of Executors 
and Tutors, are, on the contrary,' 
founded in policy and jjustice ; and 
may' be eflfectual, without any.limita-. 
tion of ' interest, or any violation of 
natural principles. 



In order,' theu, to-fomt Out -the-^ 
principles by. which the apecific vk-i 
lue of all objects in .money is gor' 
verned, I shall begin by stating, that 
all mankind agree in exchanging mof'; 
ney for other property, of. a naturft. ; 
to retain an annual product on such, 
terms as will procure an income ade- 
quate, upon due consideration of Vail 
circumstances, to the existing rate, of?, 
interest, as produced by a relative plea-f 
ty ior scarcity of money. o 

r 

The productive power of money, • 
or the rate of interest, is consequently! 
become the standard JJrice, ty which all : 

other capitals axe exchanged against it. " 

■ . , ■ ■ J. * 

It will also be found to be the 
regulator of the price, due to the^, 
produce of -all Such- capitals as an^ 
not limited in their extent by nature. 



I • 



These two- pcnnts contaia the great 

D5 
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secttet of the Qperadons of money, m 
fixing the price pf all things; and I 
most therefore claim the utmost atten- 
tion, on the part of iny Readers, tO' 
the following very materia explanation 
of the |>i;oces$ . to . which they give 

4 

rise. • ^ :■■:-••• 
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1 With legard to the first circunir 
sfiince of the rate of interest beings 
tike coiiiperitioa- price, by which other 
capitals are exchanged^ it' will be^. 
easily understood, when I state that, 
if 'interest is about ^ 4 pr ct 25 years 
purchase of .the stated, iiicome of a. 
productive property (such ^ public 
funds, &c. ) is.., the fair relativje va- 
lue, at which such property might 
be/obtained ; and, if - interest :is about 
5 pr.ct. 20 years purchase would 
become- tha|; value, and -so gn pro- 
gressively, 

I do ^ not, indeed, m^ai^ to asse^. 



^ - • V 

I 

Vy. : tl^s. position, that all capitals^ 
whether .public flinds, houses or laind^ 
4cc..\i5tc. should give the satiie degree 
of ipcopie as : money will -give, when' 
lent on simple security, because, each 
property may have qualities which are 
peculiar' to Itself; and be conseqaenily 

subject t0»'i|;rejitvai^iation in price.' 

»■ '■ . . .. - 

It ; xmy also not be improper tfb 
i^emark, ^lat the rate of interest is at no- 
time /fixed to any particular pointy but 
is subjtect to numberless gtadations, m 
well as constant variatio}i9 in the ave- 
rage price. 

^These; gradatioifls arise from the cbh 
lateral circumstances of trouble and risk 
attending the receipt of annual income, 
the degree of security, and term of 
possessing the object exchanged^ 

It is therefore improper to state, at 
any time> a fixed rate of interest, as it 
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has various prices, in ^proponaon to the 
. quaKty of the object obtained .in"TOti»a 
for moneys : and can. only be said to 
lain from 3 to ji a.4pr. ct. or from 
4 to. 4d 21 5 pn ct; and so oil . 






. I can however aflSxm, that every J gra- 
dation has a connexion with the ayeragQ 
rate of interest; and. that, if certaia * 
Circumstances produced, for instance, 
a difference on a :particular income of J* 
pr. ct. either higher or lower than -the 
average rate of 35 pr. ct. when inte- 
rest was at that price, there would,- on 
the principles of equity and rdative va- 
lue, arise on that same income a differ- 
CTC? of i pr. ct. either higher or low- 
er than the average^, rate of interest^ 
supposing' such average price to rise to 
5i pr^ct.; jdiat is to say, Jthat the. point 
of variation must be in unison with the; 
average scale, provided nothing should 
iiitervcne to affect partially thatpaiti- 
fulaf ipcom^. — 
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'f^tbtn what 1 have, mi respecting ::tfe 
acquisition- of pto^erty at S5 >>oe.2D 
years purchase of its income, in the 
case of interest beipg at 4 or at 5 
pn ct it is to he infi^rrecL . tbat^ ibfi 
: coital' rise§ -or falls ^ in a kind of. i»- 
mi^rse rzfio to the ri^e or, ;faill .of interest, 
.that is to say^ that. a jf loo rent in per- 
^petoitjr.xwght to ,^eU^foi; 3^250.0 sterl. 
when interest is about 4 pr. cent. \and 
for 3^ aooo sterl. oi^Iy, when , iriterest 
is at 5 pr. ct.; thus retaining the in- 
come at the very same nominal value 
as, before. 



• , *«t I** »•! 
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Thi$ ^ is no doubt the process of na- 
ture with respect to all fixed anq im- 
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inutable incomes in money; but incomes 
^(rising from industry, are of so different 
a nature,' riiat those pltmdple^ da -not 
a^ply: these iricombs will, oh the 
contrary, appear to ' be regulated ' by 
the rate- of interest in a direct ratio, 
that is'- to say, that Vtheir money w- 



•ine;;iiSH :I)fi-. fettherv higher or lower; 
cfetcodxling ai* interest mayi -rise: or fall... 

• . . , f , ■ f . . ^ r . ^ . ^ 

•- •••• Jill. •, «/ .-. jll. ^ , ■ \ 
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?' "Atf feximimtidli' iiito the toiifip'dfieflt 
■piriis'bf all lest^es kri capitals' (Aoney 
■feicl^t^') "iviS' eviAtiiHy prbyk tills 
•i^dlfltj'' bt steii^'-of Vhat Aey'toH- 
'siis^/'ya '"hQ^ iiiy'^-my'^s ihitidplitd 
•6r "dirtfefeheaf ■hf'k ' disprc^rti(ir- ©f 
"raiuc'm s6mk (JftHeft "pMts^'Vfth rfc- 
'EP(^io'^e^rate'*o? mieksiu ' - :• ' 

1 *frf 1 It c 

- * . - - -■ V. fc 
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It will also explain, in what manneir 
thi& augmentation or diminution in their 
quantity, will reduce or increase theit 
non^inal ^ value/ in money, as also that 
of their produce, called Rents* 



^ ■ J ' > «» I 
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. All . estates or . capitals, exchangeable 
for money, are composed of land, an- 
nually arid perpetually producing; of 
,productions of land, either producing 
:mgain, or only useful for a certaiii 



tiibe j-'f and : o£.:J[abour, :as perfoimed 
•^ by animalsi or mank ' . - r . : 






Every ...pro ducdon bf iiKiustry is there. 
.fore an aucome from som^; capitaU held 
• either in perpetuity, ;ior for a Umitfid 
.time,: or on, a liEcrrentv:: . rj .y 



• 1 , • — -« » 



" The possession of land hiay be con- 
sidered .-ay-a^ perpetuitjr ; . its : pr/iduc- 

: tibns, - whicii .rq)rodiw:c^.£ar ;:are .foutid 

^useful: in ^building, - and in imanu£i:« 
tiires^'i &«*• must =pdriA in- a. tertaiii 

Ltime, and .the value \ o£: labout fe. . a 
life -rent,! by being the income fer 

-supporting animil existence. • 









:; i Land; then, taken abstractedly^ from 
ih« other ^paits. of capital), is subject 
• to ' the : competition of its quantity, 
agaitist the relative plenty or scarcity 
of money; that is to say, when all the 
land of. a /given country is cultivated 
to, thei .highest degree, there can be 



:;'nib.-t>™cJp^^ .tor:-:cduriterafct- i its: cbm- 
petition - value relative tO; money; and 
should interest of monej^ fall, in that 

^Msmte of things, ^ixoni 5 to •^pr.ch pr. 

Llattnum, . E' 3^'ioo .rent, which jm'/jone 

h^asc: would sell , for 3^:2090 sterling, 
would, in the: .othdr case*, .i:^elt..i£or 
^ 250Q stcrl. 






• ' • I ■-■■,■■ ■ . 



^cnJWMe he^y ifronndj-^ljowever, 'remains 
h^e-'bcixiiltivatedjulor that ;|;roliiid .which 
-qi£:j already* In. ♦. a . state . ,clf cultivation, 
nban- bef* improved* by- labour knd -other 
2 nateriaki' I there -must necessarily c arise 
ri- coutttmctiag cause id the propbr- 
tional increase in- the • money -price 
of land, corresponding to, the dirai- 
'■•irished -rate of interest ; in : the first 
•place, bec^se the new ground comes 
•in - Competition ' with the old; and ih * 
the second place,' because the addition 
of materials and labour makes the old 
ground more productive, wliich is in ef- 
fect equal to an increased quantity of land. 
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• • • 

fetttin admitting, even for argument'^ 
sake, that the fuU yalue ishould be given 
for the land, in proportion to the ratd 
of interest, there can be no feecessitj' 
that the rent should rise also, iii order 

' ■ • ' r 

» . ■'•'-■•♦ 

to do justice to all parties, Since the 
nioney paid for the land Would still* 
retain its proportion bf income rebtive 
to the rent of money. ^ \ ^' ^ 



*-- - - •-»... * 



The long period, indeed, for which 
\t?&t% are held, puts "a genfef al change 
in the old Established rents entirely buti' 
of the question, though rifew leasfis'iflight 
admit of variation; 
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in order to explain theie prinelplei* 
tnore" fuUy^ I will suppose, thit an un-^' 
Cultivated spot of ground ^ Wduldv if 
aissisted By laboiir, arid ftthdr riiateriabi^ 
produce what would iell fof ^ 70 sterli 
annually, biit that ^ $6 st6rh only of 
that produce could be attributed ta it* ' 
^atural powers. 

B 



V 
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. If:die full wlue, then, of the liattfral 
productive power of this piece of laiidi 
givipg ^^59 sterl. anhually, is 3^1000 
sterl. when interest Js about 5 pn cent, 
there would certainly be no further en- 

- ^- • #• ... ... r . ^ 

<fOuragenient to cultivate, that ground^ 
if .the proprietor insisted on Obtaining 
^1250 Sterl. in case interest should 
tave fallen to about 4 pr, cent. '" 






. A. money-holder would,, however, be 

Wpil - .pJie'4§ed to give jf 1150 sterl. if 

'ti''/i,.-«'. ■ , 

interest fell to 4 pr. cent, as a 3^50 rent 
would return to him in that case 4 A pr. ct, 
interest for his money; and should the' 
coiHpetition, ^risiing. from an increased 
qij^tjty . of ^produce, lower the. price of 
it,; and. force; him ultimately to lower his 
rgnt( suppose. to, ^ 48) he " w6uld still 
retain, more tMn 4 pr.cent, interest for 
tkt. money, .which he had employed in 
tSb^e purchase. 

This argument is .wwisc weakened Bj^ 



supposing t6e * full yaUie of 3^1 450 
»tcd. '. to be given . . for. i jf .50 annual 

rent, which might be immutable for t 
great. number of years^ as the lease- 
holder, remains in that case exposed to the 

diminished money-value of the procjuce, 
from its quantity being ihcreasedj nor 

will it make any difference^ if the ofigi- 

nal proprietor should prefer the cuM- 

vatipn to the sale of the new ground, 

as he tliereby puts Himself into the si** 

•""•'*••■• •' * ^ , , . ^ f. 

tuation bf a money-holder. 



■;ir":'> 



It appears then, that land, considefea 
by itself, will acquire aii additional no- 
minal value, in cohsequferice of a relative 
increase of money, though not in the ftiH 
proportion to that increase; but th^ 
the rent of that land which belongs tb 
its naiurd.po]Y!MS of annual jgroduction, 
has a tendency to dimlnisji iH prlce^ nqt 

only in- '.conformity. Ito the .dimliiished 

■ ■ " ■ ■ * ." ■ -^ .«.'-• 

jrate of income arising frpiH moaey* but 
,also in- consoqjience (^ tlje^wnttfy, (ff 

E a 
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other rents, which will be cpntinuilly 
increasing till the. whole cpumry-^e . cul* 
tivated to -thef Kgli^st dejgjreeJw i 

If this were riot the case, we should 

, ^- ' ..... . . ,.;.-. 

have very great reason for considering 
the introduction of rep'resehtative * signs 

•*■ •> • .•'■ 'i« ^ _ 

as injurious to the happiness of society, 
by ^, perpetually increasing the nominal 
value of their wants, instead of iHulti- 
jplying their comforts; and the public at 
large woulci then have more cause for 

: ■ -9 

censuring, than for applauding, the con- 
duct of those Statesmen who, by com- 
mercial treaties, or any other means/ arc 
constantly aiming at acquiring .a greater 

•'■•* ■'■»■'. *• tw^tt 

fcalaaciJ in money than the Sate had before 
obtained in its general transactions with 
Other, nations 






' "^hfe seCohd cdnijotierit jtert of all 
cafjitals, or - estatfes, as consisting of 
iiiltural produtcfohs^ has by iniplicatiofi 
been already fully e^rfilained; for those 
Jroductiotts constitute, in^fact,^ the rents 
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6f land, and by multiplying the one X)v 
tbe^ otter V their money-value . will natu- 
f ally diminish, .without doing any injury 
whatever to the pr^rietors; in the 'first, 
places because theystill remain in unison 
with' ithe. diminished rent of the general 
reptesentative sigii^ andy-.isecondly^ be* 
cause evdry consumer (including" the 
proprietors , th,emselves ) will find hi3 
daily M»nts of natural produce more 
ch^^ply: applied. - :^ .: 



It becomes apparent, from these de- 
ctectiaSv^that,' by increa^fiig either 'the 



. # » <•» 



quantity >pr the velod'ty t)f 'the circul'i* 
ting medium, an increased' mass of* na- 
tural productions and airtificial labour i3 
jyroinotetii and that thosie individuals 
who are exposed to' a diminutibn in ike 
money- value of their -"incomes, by "this 
supgrabundant quantity, are at the wme 
time fully compensated by thq diaiiou- 
lion io .thdr annual expiences* ; 

. ■ ■ ■ . * 
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ThtS reflfexion may, perhaps, lefid' man- 
kind to " contemplate i these.' characteristics 
6F money iji a more favorable point of 
tiew,^ thaii they have hitherto don^ and 
farticularly as they cannot controvert a 
Self-e\adent proposition relative, to its 
powers; which is, that^rby increasing such 
mediums as ar> acknowledged ts> facilir 
tace and dtteni indnstry, a correspon* 
dent progjressi ntast naturally '-eiisuC if 
the country be capable of ittipfovc*- 
went. 






I. come npw to .the last = romponept 
j)ai:t.,-Qf all estates, called ...J^abour, as 
peifprmed by animals or raani,.;and as 
.regulated in its money- value ... by the 
prif e of whatever may be necessary ; for 



L ! - . . J 1 • » 



their, support, as w^ll as tha^ of their 
pelpless bflsprin^^ . 

» ,..•■■■• . . .1 

- ''-'Anteial ^life' is ^oile to increase, where- 
ever^ the- means' of preserving it are to 
be obtained, ' dttd^ the "i)rice' of labour is 
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tenerjily , something above what is im* 
mediately necessary for subsistence. . 



J •• *. 






The rcoprietor of the animal requires 
some, hire^for the use of his property, in- 
dependent of what he must pay for his 
food;. ap4.Pian requires -some little, sav- 
ings from his labour, for the future 
exigencies of his family. 



.• 






Should the necessaries of life be 
therefore reduced in. their money-value, 
on account of a decrease in the valu? of 
rents^ and ofnatural'VToduCQ arising from 
the causes above stated, ?. competition 
amongst ^the lab6urprs, for prpcuring 
only as much as njiglit be necessary for 
their food, ' cloathing, "and ' conveniences,^ 

qs.wey,as for their V reasonable JlittjiQ sav- ^v 

^ . tj .....1.1 • ^^ 

ings^ would natiwally wdupe ^le price, 
l|f their lure.. 

The p^;<?p of labou^ jbejngjjf <;pijret:; 

£ 4 
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money-value of all general production^ 
of nature, from which new cdpitiilsf 
or estates are constructed, we can fin4' 
no difficulty in ascertaining, that sucti 
part receives a sensible ' diminution in 
price from a decrease in the money- 
value of the other part^ called rents or 
natural produce. 



k.. 



It is also very evident, that rents, 
and labour form a very considerable part 

gf all capitals, and ' that their tendency 

•...-■■••. 

to decrease in money-value must coun- 
teract the consequences of the increas- 
ing value of ttie" other part> called Land, 

which appears tp t?k# place when mo- 

■• • • .... ^ . , 

aey becomes more pkndful. . . 

Capitals have thereforei upon th^. 
ii^hok, when-they are connected with oi^ 
arise in any degree from* industrious* 
incomes or natural productions, the same 

• • r ■ 1 

tdndency-to fall in money-value, when 
iftterest Ms, us those ihcomes or pio-* 
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diictiohs have ; and these consequehcei 

are considerably increased 1>y tlie action 

and re-acdori between the capital aria 

the income, wliith seem necessarily and 

inevitably iitiked*t(^g(Jther by nature, arid 

influence one' another ,;fdt 'the foUciwmg 
reasons* • -• 






'• • 



The lower nominal value of thi- 
capital f: requireft : less 'iaconit ixtr «aney» 
besides, thd. deduction wblch.we suppqsf^ 
to have before taken place iaxon^quei^cp 
of the decline of . tht ate .^;4^erestf a^d 
this additional diaiiautjipn ojF; income |h^ 
«gain a tendency to diputiisfa, the nomin^ 

value rb£. the .capitals an^/^ on repeal;- 
edly, though in a less degree each time, 
until" the decrease becomet" utiwortliy of 

further atteiitloni. "^ r/'/r-ir: -: -r 

-•'■1 f.-- » 

in proceeding further to state the 
efFecti produced' on the price of manrt- 
factureSi by"a greater" plenty oif nioney» 
bi a lower' fab of interest, it is tfot btilf 
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jiecessary to take into consi4?r^.tipn..t^ 
(iiimnished value of the rgw materials. 
fis. well 3s of labouTjt from the very pow- 

lerful causes abpye jst^ted, but. also that 

#■«♦,. I . . ' 

die capital in r5>on?y, employed for car- 
xyinjff the. buisiness into effect, or pur- 
chasing the raw materials, will not only 
be less, but even procured at a cheaper 

- . »..•■';■■ ■ « , • 

«\ -'<SS|>piose9 for instance, .that a vasmr 
^Aetarer employs in his trade; a ciapital 
of -3^'io6^j <3od -W^Jiing^ when interest 
^s^ 5 -pri'ceht, he will naturally expect 
•ft -to produce him-^ dr lo. pncent. an- 
•ixually, which isRJf coufse to be. drawn 
out of the price of^ hia merchandize. 
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If intereist, then,, fell, to abput 4 pr. ct . 
;ind he continued to receive the same 
price for his merchandize, a tlnreefold 
'Advantage would .immediately accrue to 

.him; first, from the diminytidn in the 

• - - . ■ .. . , 

money-value of the raw materials, and 
.of labour; ^condly,from tlieir requiring 



]sss cgjpitalthan before.} and, thirdly, f^ca^ 

bis obtaining th^tmdXiQT4^t:^zta}^ 

rate of interest All tljeje circunjsttnce^ 

A)«rO-Uld: carry his profitss: mudi1jeyDnd;3H 

principlesofTelativejvdue; andaltaoiij^ 

I by tio^ means deny-- his- fomjdcdf itifeht 

to otoitr-.as much as^ he can; yet itrik 

obvious that, if the consumers indulged 

iiiffl in Ws denfands, - t»e* wottld fie the 

yety .'first .to dimU of ..extending Jthig 

<profitabte'b(asine5s;:jmd if indolence* lor 

•any . other motive, prevented. . lum froip 

^oing k^ iiis.helghi^urs^wouid^ntit fidl 

-to begin the same trade in op^Mleioii 

tobim^ so that a ^ffident stock- wtAild 

^at )a:lt -be> produced^ %tnA the price of 

his merchandise lo\^rdi. to a scale lof 

value^ tAotc consi^^ent .with the'^ef&itii 

naturally- r^sultin^ &om adimiqithedalbc 

of interest. " •:.-; ^"■'.' :::r:Lv . 
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If," on the contrary, a still higher 
price than when interest wias at 4pf.ct, 
should be given for his' merchaiidizc/ * 



- r, I 

Very 'Extensive encouragemetit to &o 
progress of m&LU&ctures would inevi»* 
My ttisuii '• and' ■ ti^e greater abundance 
inust nec^sarily: produce the consequent 
6^ I have ieexi pointing out, viz. a 
aB£4uction . in priiefe, more or less border^ 
apg: oi^j;tb.e diiBinojjdon of iijterest 



t 
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• :: .1 flttter mys?lf, that I have now 
tfttabKshedr^jdhte iwo' leading prfliciples^ 
•Which I ■' liave -Tjeen endeavouring to 
rprove> vk. that tfieqpiatural relative value 
ipf all^thihgs is regUlafed, through cir- 
:«iilBi» : Qpera^Q»& by. the rite of inte- 
;i*estjva3d that the encQiuragenient to fur- 
'ildierJadustty aj-ises from th^mafket-price 
^of '>its productions ; being higher than 
rthe current rater of interest absplutely 
•.deraandsy or (hantheprinciple of Equi- 
valents will justify. 

Jt i§ howeye^; necessary for me to 
state^ that t;here are . accidental and, lo- 
cal bounds to probable »nd natural Qf- 
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Ifectt, is well as particular deviatioM 
from general principles, to which all na- 
ture^ from its great, complication,, is sub- 
Ject; but that these accidental bounds^ 
and particular deviations, are of no ma- 
teria consequence in the general eflfects ; 

ahd should therefore not be kept in view 

• ■ ■ • » . . 

by an enlightened mind; because the 
danger of obscuring the first and gene- 
•ral. principles would then become a^ 
'. great to the present . and future ages^ 
&s has Evidently been the. case with the 
past 

But, in brder to rert6\^d every doubt 
which might still remain in the breasts 

of my Readers, I shall examine the con- 

J. 

sequences to . which the ihdustrioM 
exertions of individuals are exposed in the 
takingplace of a relatively greate* scarcity 
of moneys which will form the counter- 
part of, what has been stated with re- 
spccttothe effects of a relatively grcateyr 



>f8 :?r!rR3»oc"r|HNft, 

frtentjr'.of money^i and cannot fail. of 
]fit)di?cifig tbe^ con^letest po5«il>>e:.<?on- 
Tiction respecting the truth both of th* 
<ifle ^nd the other^ 

, • • - ■ ■ i • 

Let tisr'^siippose, then, that ihkre* 
bf' money rises from 4' t6 '-5'^-pr;aene. 
imrd'tfeit every landholder los^s^ift the 

capital value of his estate in the. pro 
portion of 25 to 20 years purchase, ^oor 
X)f i of its former amount?- that -te tp 
say, ttik up6n ah income of ^g' 50 fiterl. 
pr. annum, he loses ^250 steri. out df 
the j^ 1250 sterl. which was the amount 
idf its former .q?pit3l; value. 



V* » 



"Thtrc'wifli in that case, exist n^ 
inducement iprhatever to buy -or culti- 
vate new ground, because the old will 
not only have lost considerably in its 
vaiiic, but will ' afed, from the circiim- 
'stance of its bieihg already in a state 0:^ 
eultivatiob, be -universally preferred. • 



r 
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I^ we calculate fUrther, the* land- 

• ' * • * 

holder's chances of supporting, at the for- 
mer value, those rents which are not 
fixed for any distant peyiod, we shall 
find, that the scarcity of money will 
not admit of so many purchasers of pro- 
duce at the old prices, and that the mar- 
ket-price of natural produce may on 
that account immediately fall, notwitti^ 
standing -that it reasonably might, and 
indeed ought, to lay daim to an increase, 
if the value of the capital was not 

* 

lowered in such a degree as to cor- 
respond with the increased rate of in- 
terest* 



As this decretse of capital value 
cannot on all occasions ensue, a still 
greater discouragement to cultivation 
must take place, until rents not. only 
return to their old price, but even in- 
crease in tieir :value (by la neglected 
tultHatim^ in <:Onforn?iqr to theprinGi- 
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piG; of :an equivalent increase from md? 
myi, -since otherwise they would nor be 
. renewed^ 
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Kor can this advance in tlie price of 
rents, nor even the power of supporting 
them at their former rates, exist Un- 
der, the circumstance of a diffifinished 

* 

quantity of representative signs, without 
a duninution in the m^ss of gerreral prd- 

■ 

ductions, from its being hiathem&tlcally 
impossible that a lesser numbfer Should 
represent a greater. Suppose, for instance, 
that 100 guineas represented loo objects 
at a guinea eacli, 80 guineas tettainly 
could not represent the same num'ber it 
the same value ; and therefore it follows, 
'tl^it a dimimition eithej: in the quantitjf 
of objects, or in their. value, must take 
place, in order to restore the powers, of 
irepresentatibn; 



' «f 



It m:ry j^jfhaps be tiiought, that an 
additional liiotibn in the representative 
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signs would supply the deficiency in 
their quantity, but unfortunately there can 
exist no motive for such increased acti- 
vity, excepting in the purchase of capi^ 
tals, and that only to a small degree, on 
account of the increased rate of interest, 
as stated above. 

If the accelerated movement of the 
representative signs became equal, or 
nearly so, in its effects, to the loss sus- 
tained in their quantity, the interest 
would remain at the same rate as before^ 
and no change of consequence would 
be perceptible, either in the price or 
quantity of general productions. 

It must be observed also^ that the 
diminished value of many capitals (pro- 
ducing fixed incomes), which takes place 
on a rise of the interest of money, will 
not sufficiently relieve the representation 
of money, so as to render it possible 
that the annual produce of otiier capi- 

F 
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tals should be represented at the same 
price as before ; because the representation 
of capitals is only a small part of the duty 
of representative signs, and is confined 
cither to the transactions of diose per- 
sons who are exchanging the nature of 
their property, or to new acquisitions 
of capital arising from general savings; 
while the representation of incomes calls 
for a daily transfer^ to an immense amount, 
amongst producers and consumers of all 
articles whatever. 

It should also be further recollec- 
ted, that capitals consist in part of pro- 
ductions, and that such productions will 
not admit of being so much reduced in 
price, as to correspond, while in the 
form of capital, with the increased rate 
of interest, because they are ultimately 
not to be procured, unless purchased at 
their just value considered as incomes; 

notwithstanding that land in itself n^ight be 
subject to the full effects of competition 



\ 
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b^ieen its quantity, and the relative 
plenty or scarcity of money. 

The bad eflfects, therefore, Which 
arise in any, society from a diminution 
of its representative signsi, are Hot only 
very conspicuous in the neglected culti- 
yation of its land,' as well as in the di- 

* ■ • 

niinished quiaiitity of its annual industry, 
but ultimately in the increased price of 
annual produce necessary for the sup- 
port of animal h'fe- 
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This circumstance must naturally af- 
feet the pricb of labbut; and the in- 
creased price of labour (as forming a 
component J)art in ail general produc- 
tions) will again re-act, and iridrease the 
price of annual produce ; they both aflFect 
each Other repeatedly Cihdughih a smaller 
degree each time); to the very great dis- 
advantage of the whole community. 

Thfe population of a country tiiuSt 

Fa 
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then inevitably dfoiinisb; and akhottgh the 
reduced number of individuals may have 

nominally higher rents from money, and 
higher wages frpm. industry, yet- their 
expenditure wiJU unfortunately be increa- 
sed in the . same degree. 

If we trace also the effects of higher 
interest of money on the price of 
manufactures, we shall find, that the ca* 
pital employed must not only be increa- 
sed, in order to purchase the i?w mate- 
rials, and labour, at advanced prices, but 
that a higher annual premium must be 
paid for the use of money, and tl^at this 
threefold accumulated charge must be 
made good, by the higher price of the 
manufactured goods. 

1 

\ 
We shall also perceive, that since 

the higher wages of the labourer, the 
advanced price of raw materials^ the in- 
creased interest of money, and extension 
of capital, together with all their actions 
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and re-actions, must ultimately form a 
great accumulation of cxpence to be eta- 
ployed in producing only the same 
quantity of goods as before, it would 
become impossible for the manufacturer to 
continue his business, ^unless prices were 
to rise in proportion to those increased char- 
ges) without a compleat sacrifice of his 
rights ; and it must in that case be more 
for his interest to content himself with 
the higher income, obtainable from 

money, and to divest himself of all 
trouble and rijbk attending Che prose- 
cution of business. 



Whichever way, therefore, this 
subject is considered, the general result 
will always correspond with the recapi- 
tulation, which I shall' here make in as 
few words as the nature of the discus- 
sion will admit 

Self-interest must, in general, be 
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cpnsidered as the primum mohile of /all, 
human industry. 

This self-interest was originally 
gratified by the maintenance of a proper 
relative value between all objects founded, 
on those principles which have beea 
stated in the preceding.^Chapter : but it 
is now excited l?y the preseryatipn of a 
superior proportion in the money-value 
of objects, either according to the rate 
of interest, if the object be a production, 
or accprding to its competition-value, as' 
opposed to money; if it be land, meiital 
labour^ or any other object, the quantity 

Qf which is limited by nature, 

» . . .. • ^ 

These distinctions are indeed so much 

* • 

blended together, through a variety of •* 
circuitous operations, that the propor- 
tion of their separate effects, or the pre- 
ponderance of either, has never been 
properly traced, or ascertained, so as to 
determine the general result, whenever 
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i!K)ney becomes cither scarcer or more 
plentiful* 

It appears, however^ from the fore- 
going investigation,, that productions^ 
arising either from nature or from cor- 
poreal labour, form the most material 
part of all capitals, as well as of all ob- 
jects of general use; and although the 
price of landj, mental labour, or any other 
object, whose quantity is limited by 
nature, will be influenced by competi- 
tion arising from the relative plenty or 
scarcity of money ; yet it is very evident, 
that tliis competition does not, upon the 
whole, counteract the general principle^ 
that a diminished rate of interest pro- 
duces a diminution in the price of almost 
every object, as well as an increase in their 
quantity, znd^per cotitra^ that an increased 
rate of interest produces an augmentation 
in the price of those objects, with a 
decrease in their quantity. 

F4" 
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This increase or decrease in the quan^ 
tity of industry, from an ina*ease or 
decrease of that medium, which was in- 
troduced for the purpose of fiacilitating, 
and of course extending, the mass of 
industry on a given spot of ground, 
appears indeed to be self-evident, be- 
cause it naturally follows, that, by in- 
creasing or diminishing the powefs of 
an engihej there must also arise an in- 
crease or decrease in its general effect; 

■ 

The circuitous operations of mo- 
ney have, indeed, hitherto so much 
puzzled the human understanding, that 
this self-evident proposition has beea 
entirely overlooked: I flatter myself, 
however, that it will be soon generally 
acknowledged, and tliat the following 
axioms will be found to contain the whole 
mystery of the proceedings of money, 
with respect to increa.sing the quantity 
of industry, and diminishing its price, 
whenever a relatively greater plenty of 



money occasions a diminution of interest, 
and vice versa* 



A country capable of improvement 
in agriculture, in industry, or in popu- 
lation, and enjoying such laws as will 
secure to individuals thefir property, must 
inevitably receive those improvements 
through the medium of a diminished rate 
of interest, whenever an increased quan- 
tity of the representative signs shall have 
been obtained^ 

The market-price of industry be- 
comes then superior to what the dimi- 
nished income from money demands ; and 
the self-interest of man will of course 
prompt him to extend his industry, until 
its increase produces the effect of lowering 
its price to a juster proportion ^on the 
principles of relative value, or of an equi- 
valent) with the income from money. 

If the superabundance of mon^j 
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should induce individuals to purchase 
any object at a higher rate than they 
paid (previous to the diminution of 
interest), this active principle of self- 
interest would be still more excited, 
and the consequences above-mentioned 
must therefore ultimately take place. 

A diminution in the price of articles 
of general use^ produces also the same 
good eiFects on the relative plenty of 
money, as a further increase of repre- 
^ sentaUve signs ; and thus creates a pow- 
erful and. advantageous action and re-ac- 
tion between the lower price of those 
things, and the lower interest arising 
from the greater relative plenty of mo- 
ney ; it having already been proved, that 
the price of one part of general produce 
HCts and re-acts upon the other part. 

■ 

Improvements in agriculture or manu- 
actures, by means of mechanism, chy- 
mistry, &c. or in the mode of conveying, 



any thing with less labour from one 
place to another, produce also the ef- 
fect of lowering more or less the price 
of all articles, even though these improve- 
ments should be immediately confined 
to one object, or even to a part of an 
object of general use; and they thus 
create ' a still greater plenty of money, 
without even the introduction of an ad- 
ditional quantity of representative signs ; 
to which may be further added, the con- 
sequences of each part acting and re-acting 
upon the other, so as to produce a ge- 
neral and sensible diminution in price 
xipon the whole mass. 

If we trace the reverse of these 
operations, (as far as concerns the in- 
crease of interest) on money becoming 
relatively scarcer, we are immediately 
led to perceive, that the income from 
money becomes higher, in proportion, 
than the existing price of industiy gives, 
and that a discouragement will ensue. 






f 
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until the quantity of produce is unfor^ 
tunatdy reduced to such a degree, as 
to admit of purchasers at a price pro- 
portionate to the increase of income 
irising from money. 

This effect of a diminution in the 
quantity of industry would be still mote 
considerable, if, in consequenee of the 
scarcity of money, a still less price should 
be paid for those productions of indus- 
try, than was before paid fpr them ; and 
a further evil would arise from the prin- 
ciple, according to which all the compo- 
nent parts of industry act and re-act upon 
each other^ while the higher money-value 
of all objects must also occasion a rela- 
tively greater scarcity of money, without 
any further dinfinution in the number of 
representative signs* 

To sum up the whole : it appearSi, 
that z greater plen ty of money, by lower- 
ing interest, becomes a very active and 
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powerful engine in lowering the price 
and increa3ing the quantity of industry^ 
and of population on a given spot, if 
wgU governed, and . capable of improve^ 
ment; and that meliorations, which the 
ingenuity of man is for ever contriving 
in agriculture^ in manufactures, in chy- 
mistry, and in the mode of conveying 
goods from one place to another, pro-^ 
duce also the efiects of lowering the price 
of industry, and thereby occasion a fur-, 
ther relatively greater plenty of money, 
with all its happy consequences, with- 
out the introduction of an increased 
quantity of representative signs. 

It appears also, per contra^ that a 
greater scarcity of money, and conse- 
quent increase of interest, is an active 
and powerful engine in augmenting the 
price and diminishing the quantity of 
industry and of population ; and although 
no arts of improvement are likely to be 
lost, and thus occasion the reverse of what 



\ 



the invention of those arts had produ- 
ced, yet something analogous (in effect 
at leastj has arisen in the political ad- 
ministration of all societies^ by the in- 
troduction of money-taxes, which has 
produced- much confusion in several 
States, and which will be fatal to many 
more, if those 'who govern the different! 
empires in Europe, do not lay aside the 
prejudices of their education, and aban- 
don the uniniportant discussions of mere 
forms of finance, to make way for the 
thorough investigation of its prindples; 
as well as of the baneful effects of 
taxes. . ' 

These effects, together with the 
means of providing against them, will 
be fully developed in the succeeding 
Chapters. 
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CHAPTER m. 



On the Effects of Taxation in Money. 



THE preceding Chapters will, I 
hope^ have sufficiently explained the 
principles of the relative value which so 
evidently, subsists between every object 
and money, as well as the general ef- 
fects which arise from a relative plenty 
or scarcity of money, independent of 
those which may. further accrue from 
taxation. 

An examination into the nature and 
cfFecrs of money-taxes, will^ however, 
throw a new light on every system of 
public finance, which has hitherto been 
brought forward, and probably urge 
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cither the present or the future gener«T- 
tion to consider, if there be not a more 
consistent plan of relief to be traced, 
than that of increasing the evil of caxa- 
tiou by creating a sinking fund. 

1 have already stated, that when taxes 
were levied in kind, and that all things 
were exchanged against each other, no 
inconvenience whatever arose to society 
at large, as every man gave a propor^ 
tion of what his labour produced* 

it induced him, indeed, to b? more 
industrious, as otherwise • the surplus 
might not be sufficient, either for his 
immediate wants, or for Iris plans of 
annual saving. 

This motive, it must be owned, 
continues still to operate on the mind 
of man, whenever any new tax is levied 
in money ; but the uncertainty of his 
obtaining an adequate number of addi- 



tional signs to fepresent his additional 
labour/j is perpetually thwarting his ul- 
timate v^ews ; for, without this increa- 
sed power of representation, his add[i- 
tional labour is not oaly Jost, but even 
a part of hi%|ordinary efforts is posi- 
tively: absorbed by the repyeseneation of 
the tax; and from thence results the in- 

■* 1. 

evitable - necessity of i^eljing . His extr^- 
ordinary and ordinary latiour for a less 
sum, than he before obtained for the 

ordinary, labour only. 
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'to prove this, we need only khi- 
lyse . the nature and effects Of a tax:, 
whether it be considered m the light 
of interest on money, raised for the 
public service, or as an. annual expcn- 
diture for the pcace-establishment. • 

I « 

If considered ais iiifetest bri money 
borrowed by the public, it is then a 
part of the money- value of an annual 
produce^ demanded by the public iti 
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^'tfjdfet'to pay tfiat interest; and requii^ei. 
'df'^cotirge the' 'aniraal reproduction of 
a ^iiew ^' money^eapitali added to that 
^h?ch Was pffe\fiously' necessary towards 
j^foducihg'''fiie 6i)jfect'taxedJ ' '■'■ - ^ 
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""l^le 'for tfisrtf ol^i^et to lie produced at 
'the'saihfe p^tceHis before ;ifdfther could 




additional value (equal to thfe t!ax)'-wais 
not , absolutely ^ linked *to the ol)ject, 
SjQlely md , in^(?i)eiadently for his. use, *s 
tl^e interest of ..the capital he had fur- 
'laitehed. » v 
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It would be. ridiculous to urge, that 
the producer of the object taxed could 
relinquish a pari; of the pre-existing va- 
Jue for the benefit of tlie mo^ey-iender, 
a^ that idea would militate ?gaiust- the 
principle of -a just valiie .U§in^ due to 
all things, so fully established in the 



^redteding Chapters ; and expmcnic suf- 
• fidently proves^ thati/the prodticcr «i- 
wayb- eidcts hrorir idtim the tsdc levied 
bh hiin; which will i)e further exjilained 
on tracing' tKe 'progress cf( the evil; ' 

j;/j :^ ^e eoni^id^f alsd the iik as i 
jpWVisibfi' -for tfife peacae-establishmeMj 
it' then 'feebdines equally i paft of the 
inoifey-vafae "of in 'annufl prodti€tf^»- 
inanded by the State for the piir^tts#^<»f 
purchasing some other income or pro- 
duction^' inttiiaHy necessary for its sup- 
port?. Should therefore the ijb'ject t^xtd 
iibt^lbe immediately raised, in its homi- 
nal Value, in a superior degrefe even,t» 
the t>aft' required, tTie feproductiort tit 
It mtisf soon- cease, and the whok feyi- 
teiii of M^ation would in tliis c^e$ is-Vdl 
as when intended tcrfuftiish an anniial iii- 
terest to the' money-leiltJeri- become a 
mere 'fiction* 



This matter iilay . be brought v 

G a 
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•clearly to the co5iprehension""of any 
-knaiv by supposing..fhe, tax tq b^astwt* 
'WbUt : the former cost: of: the- object, 
• considered is an income from a .Capital, 
should. alsQ t«vq:;bf!e0 astwo...: . . 

^ -" JTo cctotinue the object, i> tibftt case^ 
.at its. -former price, ^mmt: annihilate ei- 
-ther th^; first cost, or the tax, . to^. the 
.dtetricaj^nt githerrpjf the producer j^, or. of 

• ■ ■ -.< ^ . .^ 

.^/ The stating; this case in a less strong 
'degree, would ^ by no means alter .the 

principle,: J or be less intelligilple toea. 
Alightened minds ; neither is it necesi^ary 
•^^o add, that th? contrary effect must be 
produced, whenever a cjx i& taken oiF, 
;as> it diminishes the capital employed in 
.producing the objects relieved^ \yhether 
^uch tax existed for interest ott inpney 
raised, or was levied to exchange. against 
some other produce, wanted annually by 
the State. .r * 
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1 sliall now proceed to state* the ag- 
gravation of the evil complained of; 
first, by.observing,. that the producer of 
the object taxed, claims a profit on the 
tax, in proportion to the income h6 
receives from the other capitals em- 
ployed in bis business ; and, secondly, by 
recurring to the principle, in which it 
has been shewn that the additional price 
of one production acts immediately upon 
the price of others, and that these aug- 

mentations of price re-act afterwaTds up- 

^ • • . • . / 

on each other, particularly if the object 
taxed should be necessary - to human 
escistenQ?, . , 



This principle acts so imperceptibly, 

• yet at the same time so piDwerfuUy, in 

-raising the price- 6F^air<)bjecti, that it 

-may not be unnecessary to state a case 

in point, by supposing the materials 

of which cloathing is made, to be 

taxed, at the very same time with the 
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materials f^o^ wHcii sh?)e? are imnm- 
factute^, , ■■:, ,.. . .-,' ,.. 

The. taylof make's, the slipeiniket 
pay dearer for h^ cloaths, and the 
i^hoeiuakei^ equally makqs; the taylor 
pay fearer for his shoes; of course 
both . feel themselves tajced by 6ach 
other in th^ir wearing apparel, consider- 
ably beyond what Government levied*, 
and both have again recourse to raising 
their price, thougl^ in a less degree each 
time, acting* and re-acting iii this manner 
vpon fhe wants of each other, until the 
degree of increasing price becomes so, 

small, as not to be worthy of further 

notice^ 

• . • < ... 

' . . ..... • t 

It, may be as^cj, what mode of ta3p- 

ation prodtj^qes; the , smallest degree of 

. pf ejudjce q| t$ii^ son ^oye described? 

/ 

r- " • 

•Not alone 9s a profit on the tax, but also on 
aocouAt of a nc<?essary article being increased in price, 
although. ]Qade by th^inselvet« 
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. ; Xo this it can only be answered,- 

that taxes laid .on luxuries ^o less uiisr. 

-. . , , ...-. .*•. • * • ■ ■> .*.-••-* 

chief infflcreasing the price of all things,^ 
than those laid on. the ifecessaries ofi 
lifp;.^but that all xrapitation-tayes, or, 
whatever even, may be dassed, under 
that denomination, come nearer to the 
origimii:i)ItU of taking the tax in* kind, 
than any other mode ±at can be adop-: 
ted ; because it then levies a. part of 
each person's profits, and Uvigs it of ^ 
courste^ upon the laet stage of their prO-' 
ductions, which considerably diminishes' 
the action and re-action -or one thing' 
upon^ariotfier; • ^ 

It must however be allowed, tliat 
no tax C which -*can -be denominated a 
capitation; wiU;«v«r"faH impartially ' antf^ 
zccoiiSHg-- totW fanilty of ' eiich &t!S. ' 
vidudl; WMcfi -occasions its being •^e-""' 
nerally • rejprobated ; but as partfel"*dVa" 
often' 'produces general good, Natidhs'' 
would do well to -giVel^ the ' preference' 
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104 r it i i> oe t r i rf ]B • ^ ' 

t(i that systetti of taxatioti, becatise '(^ow-i 
ever partia% the advantages^ riright be- 
distributed) every individual would reiifv 

some benefit hy it, and a very consider- 

i> * 

able increase of prosperity would^tneuo 
to- the community at large. 

r 
/ ... 

If we take into considefation the 
multitude of taxes, impofed in Great Brit: 
tain witiiin this century,, and. tte. accu^ 
xttulated evil cousequences which haye, 
endued fronj tl^ens, with, respect, to the 
price ofj all article,, w§ shall.be nowise 
at a loss to account for the gregt iji- 
crease of expence to whic|i ail ranks oC 
people are expose^ 






,^ We may, on ' the ^contrary, be sur- 
prised, that .Great ;Britai». should . have 
cQritinued yearly to increase, in her po- 
pulatiqp and, ]jndustry, under such an. 
afcumulating ppprepsion, and that many 
articles .of general use should still hq, 
obtainable at a .moderate pfice. , 



This will", fiowevfer, not appear sd 
extraordinary, when we recur to the 
good eflFects of decreasing interest on 
money, and ^f Improvements in ciiltiva^ 
tion, in conveyance from place to place, 
inmeehanism, and in chemistry^ with all 
their favorable actions and re-actions,- s<^ 
fully devdopekl iti the preceding Pages/ 

A great part of the annual impor- 
tatious of gold and silver from the 
mines of South America, are naturally 
drawn into Great; Britain from Spain and 
Portugal, either dii-e.ctly or circuitously^ 
from 9 . 'g4n?^^i • balance 4ue to trade^ 
with foreign^ nationjs, or as the purchase- 
money of our public ftindsi^ in whicK 
foreigners think it adviseable to lay-out 
% pvt of their. annual ^^inga. . . 

This increase of representative signs 

• ' • • ' » ■ . — 

has of course provided, not only for 

the increasing mass of industry, which 
has "annually arisen, but also for the 

increased prices produced by taxation; 

G5 



while those incre;ised prices have, on the 
other, hand, been considerably checked bjf 
the good effects of the lower xate.of 
interest, as well as by the d^ily unprav^- 
ments in cultivation,, in conveyance 
from place to place, in mechaniOTi and 
in chemistry, which- haye tended to the. 
production of many objects widj^^mupt^ 
less materials and labour. 



V..- 



These eircumstancej, hpwfeveri witt 
not justify any unnecessary extension-lit 
the number of taxes^ because -It ^pTodu^ 
ces the inevitable consequence of diinH 
nishing the produce- of pre-existing taxesi 
or at least of checking their n^ttiftl-itt- 
crease, and of-keeping the pisrM ^ali 
objects higher than Ifeey Would* otheti 
wise have been: for the incre^ii^ l^m^ 
tity of representative signs is. not al- 
t6vr'6d by such aggravation to produce its 
full effect in the reduction of interest', 
in the increase of industry, and in tlie 
decrease of its price. 



»#'* t. i, 



— J . t . J 



' ...I- 



V OF BQUIVALEKTS, lO? 

Inmay be urged that, notwithstandr- 
ing all my assertions respecting the ac- 
cumulated evils of taxation, our pro- 
gress in industry has befcn astonishing 
since the year 1785, while the accumu- 
lation of taxes since the year 17:83 is 
almost as great as during any other 
period. 

The answer to diis is^ that the Av 
crease of paper-money has also been 
greater during that time, tlian any fos- 
mer period: but how far that system of 
increasing representative signs was con-, 
structed upon proper prindpfcs, the coftti- 
mercial disasters of the year 1793, will 
sufficiently explain. 

The unfortunate situation of France 
has, however, thrown a greater qtiantity 
of gold and silver into other countries; 
and we may therefore hope, that a part 
of the loss lately sustained by the anni- 
hilation of a great mass of paper-moiieyp 
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will be supplied in bullion ffoitt •broad, 
and prevent, in some degree, the bad ef- 
fects which Great Britain had to ap^ 
prehend in her future revenue , from 
this diminution in h?r representative 
mgns. 

As the great increase of money^ 
with its attendant good consequences 
on the revenue since the year 1784, has 
been improperly attributed to the wis.- 
dom of Administration, and that the bad 
effects of its decrease will now be equally 
attributed, with as little propriety, solely 
to the war with France % it becomes 



* Notwithstanding that large sums. have beep 
expended by our armies abroad, yet a balance is 
still coining into Great Britain, by such expendi-. 
ture being returned on loan in the purchase of .S/oci^. 
After the peace of 1783, the contrary happened, as 
foreigners caUed for their money, by selling out 
of the funds, Wl)ich threatened the industry and the 
revenues df Great Britain with ruin, until the 
revived importation of gold and silver from Mcj;- 
ico and Peru spread its benign influence over E14- 
rope, and enabled foreigners to send back the sums 
previously wanted. 



necessjiyVfor me to state, that the whole 
tnoney-system k in a manner . entirely 

•v 

foreign to the administration of public 
affairs ; and that its particular: situation^ 
respecting quantity^ must be regulated by 
the interest and operations of indivi- 
duals^ as wcU as by their confidence in 
one another; which last is very- often 
carried beyond . all . bounds in Great 
Britain, apd after producing conspicuous 

i 

advantages to the commu|iity at large, ends 
in greait individual distresj^ ^ and dipuni; 
shes for some time the public revenue. 

But if Minisf erij have no* right to 
interfere in forcing a greater importation 
of gold and silver, as well as in increa- 
sing or diminishing the confidence be- 
tween man and man, on which paper- 
money is principally founded, and that 
they must submit to every temporary evil 
that arises from the want of those addi- 
tional signs in coin, or from a diminu- 
tion of that paperrmoney from which 
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l3ieir operations had been dcriviag con- 
^fiitf^able advantages^ they: are certainly 
%ound to exaliiine with iattention, and to 
^ofeoti^ with- •becoming zeal^ any plan 
which i^. found t<J produce the perma- 
neat and solid advantages of diminishing 
the price and 'extending the mass of in- 
du^y,. • without the assistance even of 
additional representative isignSi ■ 

The fiWC step towards ' this obje'dt 
cari^only be founded oil their dereliction 
bf every idea of a sinking-fund^ which 
so evidently tends to incre^e the an- 
nual expences of the Public, as \vell as 
of individuals^ and checks thfe growing 

V[i2i^s of industry. 

I • ■ ■ . * 

» • k \ m - . 

The prpgressive aiid accumulating 
bad consequences of both these circurn- 
stances, are so very conspicuous, that it 
will almost be needless to add* that no 
future good, from ultimately taking off 
taxe.s equal to- the sinking fund^ as well 
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las to fie. .amount ^f merest redeemed^ 
can compensate for those evils. 



■■>» i 






' The future repci^ 6^ the ■sinking- 

- I 

fand' taxes certainly cannot be- consi- 

d'ereH as a benefit^ rfncc it is bbvioiis 

1 I '•"...«■■ ■ • • - . ■ • '^ 

iim they niight have been spared in the 
fir§t iiistancc;. and for the interest re- 
deemed^ we have ill return a much grea- 
ter annual expenditure, with its perma- 
nent consequences *3' and t it^ mass of 
industry, as well as a suspension iri ife 
powers oF progressive and cbinpouiid 
increase, during the term . of this fatal 
operation. 

• • 

Nothing can be alledged in its fa- 
vour, as the advantages proposed are reji- 
• deted liugStdry from the immediate and 
permanent effects of taxes in money; 
5nd it may not be improper also to re- 
collect, that if the unnecessary taxes 



* Greater loans during wtr^ 



'. cEecK the JJt<)^ess^ 6f ihe necesskry ones, 
the takmg*off^hos6- taxes, which now^ 
produce nestf f^o millions pr. annum to 

jhe : sifiking-fiind, must inevitably niake 

the -Other taxes, n^ore-^prgductive ^ and 

;,g^ye iDimec^ateJxj^by^ natut^al mean^, tti^t 

* iipaticial resource, and, powerful incpme 

^to the State, -vvhicb is no^ cruelly,^ but 

in..j^ain,. attempted by. a sinking-fund. . 






ft Appears^ then, that the bad coii<^ 
^sequences which .arise from taxes, in mo* 
'ney are fourfold: first, by r^JjOffthe 
-nominal value of the object taxed ; se- 
condly, by the action and re-action. of the 
increased price of that objett upon rhe 
price of others of general use; thitd- 
1y, by those combined effects of in- 
creased nominal- value on all objects lil- 
'evitably absorbing a greater quantity d£ 
^- the existing representative- signs, which 

inust create a relatively greater Scarcity i 
nnd',- fourthly and lastly,^' by a fiirthei: 
action and re-action between the interest 



' ««• I » r 



. ** . » "> 

6F rildney and the price of dll objects^ 
ks exemplified by the above-mentioned 
operations of the tayior and the shoe- 
maker. 

tt is evident also, that no huiMtt 
regulations can possibly altef thes^ ^iro- 
<ieedittgs ot nature, which ciniidt fail 
to diminish the existing mass of industry 
and population. 

The counteraction which may arise 
from the circumstances of an influx of 
money, or of improvements of any sort, 

must be considered as a distinct opera- 
tion, producing different effects^ wliich 
would have befen fully developed, if 
dthet destructive principles l\?i not" 
taken place at the same time* 

Pernicious principles have, however-^ 
but too often been permitted td claim 
merit from a mitigation of evil, arising 
i*i truth from other highly salutary c?-u- 

H 
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SQs; for we must keep in recollectibft'^ 
tliat the ejBfect is exactly the «ame, whe- 
ther, by means of the adoption of a 
false system, the. existing mass of indus- 
try is posit iyely diminished^ and the price 
of aU things really increased^ or whether 
such effects are only negatively produ- 
ced, by the absorption of what would 
otherwise have created a greater increase 
of that industry, and a decrease in its 
price^ 

To be consistent, theii, we must 
also admit, that the plain of taking oflp 
money-taxes will produefe fourfold good 
consequences; firsts fey diminishing the 
nominal value of the object relieved; 
secondlyv fey the action and reaction of' 
the diminished price of that object upon 
others of general use ; thirdly, by these 
combined good effects of decreased no- 
minal value on. all objects demanding 2 
less quantity of the? existing repre$enta^ 
live signsj fey which means a greater 
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plenty of money is produced; and, fourth- 
ly and lastly, by the action and re-actiori 
between interest of , ftioiiey and the 
price of all object^^ which must conside- 
rably reduce the. price of borh, and ine^ 
vitably augment the general mass of in- 
dustry and population!; 

A counteraction to these happy cori- 
sequfences may indeed arise from some 

• s 

other circumstances ; such as an exporta- 
tion of the metals, annihilation of paper- 

money, or partial commotions in the Em- 
pire : but it will be some consolation in 
that case to think, that the effect is ei- 
ther annihilated or mitigated by the sa- 
lutary consequences which arise from 
taking off taxes. 

I am persuaded, that any attetapf 
to establish other principles, respecting 
the operation of money-taxes, muse in- 
evitably tend to fevery sort of inconsis- 
tency ; and it seems to me that this 
would be particularly the c&e with rc- 
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spect to any justification that might be 
set up in favour of sinking-fund taxes. 
For if the person maintaining this doc- 
trine, should be of opinion that money- 
taxes do no mischief, it is obvious that 
iie could have no motive for trying to 
get rid of them ; and if he should, oij 
the contrary, allow fhat some evil arises 
from such taxes, it would be very difficult 
for him to shew, that the immediate pres- 
sure of this evil, produced by the crea- 
tion of a sinking-fund, by means of an 
excess of taxation^ does not *far over- 
talance any good that this creation ma^ 
be expected to produce hereafter. 

I arii, for iiiy part, fiiily cohviri- 
ced, that a permanent and annually in- 
creasing evil of great magnitude is geiiera- 
te4 by such ecccess of taxation^ and that thtf 
ultimate good, which is supposed to eij- 
sue, is perfectly delusive.* 

Having no power, howeverji fo at-' 
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-tSii the present unfortunate system, and 
seeing the general indifference towards 
any enquiry into the merits or demerits 
of it, I can only seriously lament, that 
neither the wisdom of our .• ancestors, 
nor the enlightened understandings of 
the present age, have sufficiently directed 
their efforts to the comprehension or 
to the explanation of this very important-, 
subject. 

Much has indeed been written on- 
industry, on commerce, and on parti- 
cular forms of finance and taxation ; 
but the elementary principles of all these 
have been misunderstood, and the sub- 
ject has even been thought unworthy 
the notice of elevated minds, as well as 
too speculative to be traced with any 
degree of accuracy. 

How far the suppositions of those 
who neglect this science, or the errors 
of those who have mistaken its priii- 

H3 



« 
/ 



ciples, are justifiable, I must leaye ti|^ 
jriy Readers to determine. 






The accumulation of taxes, for tljio 
purpose of redeeming public annuities, 
being thu§ reprobated as ineffectual, and 
^t the same lime as cruel and oppres- 
sive, I shall probably be accused of de- 
stroying every hope of redemption from 

* 

^the great mass of debt with which the 
nation is burdened ; and it therefore be- 
comes me to point out some other re- 
inedy. 

The following Chapters will, I flat- 
ter myself, unfold the efficient resources 
of eyery State ; and shew, by the clear- 
est mathematical demonstration, as well. 
as by the applicatiqn of established prac- 
tice, that all public annuities carry na- 

* 

turally Cupon the principle of an equi- 
valent value being returned) their extinc- 
tion along with them, whether created 
for a limited number of years, or grant- 
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ted in perpetuity, but in that case ca- 
pable of being redeemed whenever Go- 
vernment can substitute a new creation 
on more favorable terms for the Public* 

My Readers will then perceive, that 
any attempt to redeem annuities by means ^ 
of taxes, becomes in fact a dou^l^^ nay 
even a triple reimbursement j- and by thus 
adding gratuitously to the public bur- 
thens, produces the very contrary effect 
to jvhat is intended. 

The wonderful financial resources 
of every State, not yet matured in po- 
pulation and industry, as well as the 
possibility of rendering indefinite those 
of an infant State, must naturally ari^e to 
our view from an examination of the 
nature and. power of money, combined 
with those principles of equivalent value, 
which so evidently form the ground- 
work of every transaction, or exchange 
between man and man. 

H 4 
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The particular application of thosct 
principles must, however, be ippre or. 
less reguJgte4 by the circumstances o£ 
the moment, which will of course pro- 
duce frequent alterations in the secon- 
dary plans of finance, such as the extent 
of annuities to be granted, the change in. 
their form, and the modific^oi\ of par- 
ticular taxfs. 

The relief to be procured for a 
country compleady matured^ must fur- 
ther depend on the additional knowledge 
of the nature and. extent of its public 
annuities, as well as of its. taxes and 
annual expenditure, to be applied in 
lightening each by new modifications. 

The political existence of such a 
country may, by those means, be con-" 
siderably prolonged, although prospe- 
rity cannot be expected in any great 
degree. 

END OF THM FIRST PART. 

Anno I7f4.- 
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CHAPTER IV. 



C?^ the Nature and Value of Gold and 
Silver Coins^ and on the Principles of 
Variation in Foreign Exchanges. 



h 



IT has been stated in the pre- 
ceding Part of this Work, that the du- 
rability and the divisibility of the merals, 
together with the facility of transporting 
them from one place to another, indu- 
ced mankind to adopt them as the most 
convenient representative signs, and that 
tliey immediately changed their original 
comparative value, as objects of use and 
ornament, to that of a real estate, from 
their annual reproductive value, called 
Interest, which may. not improperly be 
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compared to an annual hire for their 
labour, on account of their active utility 
' in extending industry, and promoting 
the- general good of a whole commu- 
nity, 

These metals circulated at first from 
hand to hand by weight; but as the do- 
gxee of fineness or purity of the metal 
was not always easily discoverpd^ it be- 
came necessary to simplify the business, 

by forming them into coins of various 
denominations, which should contain spe- 
cific quantities of pure metal. 

The expence of this coinage ought 
naturally, and is in general made, to fall 
on the national treasury, tis the Public 
obtain many conveniences and advanta- 
ges towards the eictension of their in- 
dustry by this operation. The diminu^ 
tion of value, which arises from fric- 
tion, or from clipping, must however 
fall on the individual possessors, as they 
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af e indemnified for any loss by the first- 
mentioned depreciation through the in- 
terest received for the use of it ; and thfe 
person who clips it can certainly have 
no right to ofier it as a legal tender. 
It is also necessary to observe, how the 
ingenuity of man (under the influence 
of a well - tegulated Government) hai 
contrived to extend their powers of re- 
presentation^ without any increase in their 
quantity. 

public and private Societies, under 
the denomination of Banks, after acquir- 
ing a sufficient degree of the confidence 
of theii: fellow- citizens in their probity 
and in their wealth, have been induced 
to issue their promissory-notes, for sti- 
pulated sums of money, payable on de- 
tnandi 

m 

These notfes were of course taken 
ill payment^ and circulated from hand* 
to hand as money, for which they v^jrc 
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considered aS a convenient and solid suli^ 

stitute; and wiiich immediately increa!* 

Sed the inasi Of representative signS* 

It behbved these Banks, however, to be 

iat all times prepared for the immediatei 
payment of a considerable number of 

theii" notes; and the greatest part of the 
inetals, received in return for the paper 
thus issued, remained therefore locked! 
top, to answer any sudden demand. 

The difference between the sum so 
locked upi and ±e sum issued in pro- 
inissory-notesi circulating from hand ta 
hand as money, produces evidently so 
much increase in the mass- of represert- 
tative signs ; and the Banks are indem- 
tiiiied for their expences, and for their 
trouble, by laying out this difference at 
imiual or monthly interest. 

It is impossible to state any propor- 
tion of money which ought to be locked 
^ tip, in order to answer any sudden deJ- 
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ttand ; but it is evident, that the greater 
this proportion is, the more will the pro* 
prietors of such Bank be entitled to the 
confidence of their fellow-citizens. 

Money accounts kept between two 
individuals, for goods reciprocally deli- 
Vered, facilitate also exchanges of every 
kind, without the assistance of any sort 
of representative signs: but the extent 
of such facility is naturally very much 
limited, and resembles, in some degree, 
the ancient mode of barter, without 
the great inconvenience and die trouble 
which attended that system. 

Bills of excHarige come under the 
same denomination, and are more exten* 
give in their operations: but we fre* 
quently see great disorders arise in com- 
mercial affairs by such bill^ having no 
other cause of existence^ tHa;n the mu- 
tual tohveiiience of the drawer and ac- 
ceptor, for raising money upon fictitious 
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aebts^ frbni one to the other, which; 
. ^ ■• • 

^V' ^^ In mercantile language, is called a pajpef 

^V| ' ' cirbiUation; 






Foreign bills of exchange are also 

^eatly liable to this charge, although their 

t " general foundation, or principle, is the 

h : ' debtor imd creditor sides of accounts 

With foreignelri. 



The Creditor abrbad A draws ilpoii 
his London debtor B, while the foreign 
debtor C takes the bill in order to send 
it to his London creditor D, and vite 
versa. 



By these tiSeahs the greSt mass of 
foreign accounts is settled, without the 
interference of mbneyi 

• '• ' *'■«'• 

The balance, however, which may 

be still due on one side, and forwhicK 
no bills are procurable, is sent iii the 
metalsp either to or from the foreigners; 
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&t the expence of the debtor. If tliis 
fexportation of the metals be transacted 
by an intermediate agent, he grants ah 
equivalent sum in bills, while he takes a 
profit for his trouble and risk; and as 
the Jews transact this sort of business for 
a very small profit, the mercantile world 

consider them as the most useful agents 
in those negociations, for restoring the 
equilibrium in foreign exchanges. 

, The balance thus due to or by fo- 
reigners^ is constantly changing, which 
of course occasions a constant variiitioil 
in foreign exchanges. 

In stating the further causes of va- 
riation ih thcife exchanges, it is necessai'y 
to observe, that all nations have a money 
of account^ (sometimes distinct from 
then: coin^, so as a pound sterling ill 
England, and a liyre Tournois in France) 
and that the Government of each coun- 
try has at different periods fixed the 

1 
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': . quantity of pure silver and of pure gold, 

f. which such money of account was to 

contain. 



'■■ 4. 

■ '• ■ 
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This is called fixing the standard of 
money, and applies as much to gold as 
to silver, because it fixes invariably the 
price of one against the other, when 
converted into coin; although such legal 
decision is perfectly incopsistent with 
the principles of nature, and will in the 
course of this investigation appear com- 
pletely nugatory, on account of the per- 
petual variation in price of one metal 
^f against the other. 

. It shews, however, the incorrectness/ 
and even the fallacy^ of Mr. Harris's and 
Dr. Adam Smith's ideas, that such stan- 
dard is confined to silver only, and that 
gold is a mere commodity or object of 
commerce* 

This mistake may have arisen from 
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their perceiving that the metals vei^ soon 
lost that price against each other which ' 
Government enacted should • exist be- 
tween them in the respective gold and 
silver coins, when it declared, for in- 
stance^ that fifteen ounces of pure silver 
should, when coined> have the same value 
in pounds, shillings^ aqd pence sterling, 
as one ounce of pure gold^ or that the i 

gold and silver coins of Great Britain 
should be legal tenders in that or any 
other prpportion. 

Such decision of Government mighty 
ho doubt, be founded on the then exist- 
ing relative value of gold with silvq:^ 
(bought as bullion^ or objects of com- 
merce ;ag^st each otheiri) but this rela- 
dve value was perpetually liabla to vari- 
ation, in direct contradiction to this pey- 
manent law, respecting what was turned ^ 

into coin, ahd became regulated accord- 
ing to the imported quantity and deu»ji^ 
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for each metal towards their conversioft 

into platet ornament^ or coin. ^ 

. . . , ■ ■. ' .• . . 

Mr. Harris adds further, that silver 
Was more liable to change its value than 
gold^ which is inconsistenc wirh the na- 
> ture of a relative vahie^ as one object 
must fall when the other rises^ not un- 
like the operation of two buckets in a 
well, because gold per se can have n6 
price in money, except with relation 
to silver , and silver per se^ no price in 
money, except with relation to gold, al- 
though money, which is the general term 
fof both, has a general price, called In- 
teixist, or Annual Hire. 

It apjieart extraordinary, that the 
JLegislature did not take into considera;. 
tion the» constant variation in the quan- 
4ity of each metal imported and expor- 
ted, as well as in the demand for plate, 
omament,'and coins, which naturally pro- 
. duced very frequently a change in the 
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relative price of one against the other; 
neither did they perceive that the neces- 
sary consequence which ensued from this 
change in price was the sale of the under- 
valued .metal in coin, (melted down 
privately in. a crucible.) and the payment 
of all legal demands in the overvalued 
metal in coin. . 



• ,-%■» ••/•, WT* ■ 
J It » 
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Government, also, could not conti- 
nue to coin the undervalued metal, or 
a certain loss would ensue. 

It is unnecessary to state tlie different 
changes, winch the standard of gold and 
silver has undergone in Qreat Britain, 
and I shall- theref ere coniine myself to 
observing, that I? parts of the quantity 
of pure gold, which a guinea contains, 
is the exact quantity which the law has 
declared shall exist in our money of 

account or pound sterling, and that as 
silver is become dearer, relatively to 
gold, since the period when the pro- 

13 
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pbrtioti of pure silver metal, which twen- 
ty shillings or a' pound sterling was to 
contain, became fixed by law^ it Has dis- 
ajiipeared in coin, (excepting light silver) 
3hd oUr currency is of dourse stamped a 

^old and not a silver pound sterling, 

• • . • ■ 1 . .. , 

There however exists a pbssibility, 
that both ^netals may be above their 
' Coinage price. ' 

When a balance, for instance, is to 
be paid to foreigners, and that silver bul- 
libn is too dear, or not procurable to 
iSend to foreign markets, gold bullion, 
ih^y then be purchased above its coin- 
value, to avoid the possibility of incur- 
ring the penalty for ilielting down gui- 
jieas, in order to pay that balance. 

This is^ in fact, purchasing so many 
ounces of pure gold-metal with more 
ounces of pure gold coin, and can only 
be considered as a premium of iusur- 



OF EQUIVALENTS. I55 

ance agdnst an evident risk. Without 
which it would be an absurdity. 

The right, indeed, which each in- 
dividual posseisses of paying his debts 
in either metal, takes away the most ma- 
teritfl -ineoi^veniences oF the law, which 
c*stablisli6s i standard for each metal, and 

the fa'dBty of throwing coin into a hot 
crucible, without detection, admits of 

selling the undervalued metal for its 

full value as bullion. 

* • 

Any change then, which takes place, 
by law, in the standard of gold and sSr 
ver coins, must naturally occasion a va- 
riation in thfc rate of e>f change with other 
countries. 

We may fmppose, for instance^ that 
if, by a new law, a pound sterling was^ 
made to contain as much pure gold a^ 
there is now in a guinea, it would be- 
come ' mare valuable by one in twenty ; 

I 4 
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and we shpuld, on that account, receive 
in exchange five per cent more of th^ 
money of account in other countries, 
because all excfeunges in. money must 
be ultimately regulated by the quantity 
of pure metal which the respective coins 
pf each country cbntain, and the debase- 
ment by alloy is of no use .whatever, 
but, on the contrary, very improper 
beyond a certain degree, for preventing 
too much friQtiqn, and may be considered 
as so many folds of paper or linen wrapt 
about pure gold or silver, in order to 
conceal what a few hours will always 
bring to light, 

■ ■■■••■ 
"It may be asked, what effect the 
changing of the standard, or adjudging 
more or less pure gold and silver to the 
circulating coins of a country,, would 
have on the internal money-operations 
of that country? 

* 
At first sight, it would seem to pro- 
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« 

duce a general increase or decrease in 
rhe scale of value attached to all things ; 
tliat is to say, that as all incomes would 
be proportionably increased or decreased 
in the quantity of pure metal received, 
those who gained or suffered thereby, 
would be equally aggrieved or benefited 
in their expenditure, according to the 
increase or decrease of pure gold ancj 
silver adjudged to the money of account 
and respective coin§. 

This position of a general rise or 

■ 

fall in the value of all things, when 
compared with pure gold and silver, un- 
der the. denomination of a Pound Ster- 
ling, would also convey the idea, that 
if the pound sterling was made to con* 
tain less pure metal than is actually the 
case, the different coins, or representa- 
tive sigm:, would become more plentiful, 
and produce the same good consequen- 
ces as an increased importation of the 
metals. 

15 
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V But these consequences,' however 
4f plausible in ifgttmerit^ would not result 

« 

from it; and it therefore becomes neces^ 
sary to give further explanations on this 
subject, as the simplicity o^ such a plan 
might otherwise ciptivate superfiti'al en- 
quirers, and urge Statesmen to very 
false operations, respecting a material 
point in political economy. 

. ' It will be easily understood, ^tSiat a 

pound sterling, for instance, is given 
for a particular object, not on account 
of tiie name of a pound sterling, but 
becaiise a pound sterling contains a cer- 
^ fain quantity of pure gold or silver 

jnetal; '. ' ^ • 

y 

/ 

k 

The quantity of pute gold or silver 
. constitutes, therefore, the pride of ail 
object; and if, by law, it was reduced^ 
no person w6u]d be satisfied with the 
same number, of pounds sterling as be- 
fore, in exchange for the same object. 
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If a gerfiiral cbii^ettt cotild be ob- 
taiiied, if Would ila d6ubt becompatibfe 
With' tKe interest of every individual tA 
the community; but there exists rto prin'- 
cipie^ of i'rtittiediat?e self-interest, to ren* 
der^that consent ybltintrary, or no power 
to enforce it, 

-> w . - - 

This good consequences are too re^ 

niOte fbr obtaining, in this case, the 
nfecessaty consent of every individual*; 
whereas, on a fall in the rate of interest 
on ' money, or on taking off a tax, an 
imfhediate advantage to the possessors of 
the object relieved, produces the necesT- 
sary competition; promoting thus a ge- 
neral good, by an increased quantity of 

objects, and a reductiOli of their pricff, 

• - / «• 

Reducing, therefore, the quantity 
of pure metal in the s coins, or money of 
account, which has in former days beep 
the resource of many superficial States- 
mQti^ never produced the consequences 
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which were expectecj from it, in de- 
creasing the valu^ 4^f all things ; while it 
was, in fact, an. ?ct of bankruptcy ia 
Government^ because its moneyrdebts di- 
minished in their intrinsic though not in 
their nominal amount, 

t 

The revenue suffered also the same 
degradation; so that nothing but a ge- 
neral discontent attended this pl^ ; while^ 
at the sarpe time, there arose a great 
degree of confusion, as welj as injustice, 
between individuals, with respect to their 
money-debts and their bargains previously 
made. 

It becomes unnecessary to add more, 
in order to shew, that all changes in the 
standard of money, must affect foreign 
exchanges; and I shall therefore only 
observe, that it is of no consequence 
whatever, how the standard ! of money ' 
or the degree of alloy in coins, has been 
. established in any country, because every 
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person has the power of calculating the 
exact value in pure metal, and of coun- 
teracting any error, which the variation 
in Value between the two nietals may oc- 
casion. 

The permanency, therefore, of any 
regulation respecting the coins, or mo- 
ney of account, is all that is required 
(if they were even erroneously con- 
structed} because however small, or even 
to appearance proper, the reduction of 
the standard or diminution of the quan- 
tity of pure metal might be, it immedi- 
ately alters the settled scale of value for 
all things ; and every individual will en- 
deavour to counteract it, by asking a 
higher nominal value for his goods, in 
proportion to such reduction in the coins, 
which cannot fail tp produce much con* 
fusion in the whble community. 

I shall notspe?.k of the^ eflFects A\hich 
would ensue from raising the st:;ndnrd 
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of money, by making a pound sterling 
contain more pure metal, as such an 
operation will not enter into the head 
of any. Statesman, but proceed to state 
another cause of variation in foreign ex- 
changes. 

1 have! already mehtioned, that sil- 
ver has of late years become dearer, re- 
latively to gold, than was fixed by lawj 
and that consequently the money of ac- 
count in Great Britain is now a gold 
coin, while our silver has been sold for 
bullion. 






The reverse of this has taken place 
in other countries ; and we therefore 
find, tliat gold has there been fixed at 
a lower rate than in Great Britain, rela^ 
tively to silver when converted into coin 5 
and being becdme dearer in bullion, and 
melted down or sold with a premium,^ 
their silver coin has become their eur- 

.T 

rency^ , 
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ft 

A pound sterling, then, being a gold 
money of account, as our current coin 
is gold only, (excepting light silver) 
and the money of account in other coun- 
tries (Holland and Germany) being sil^ 
ver, there must necessarily arise a vari- 
ation in the exchange with those coun- 
tries, whenever a change in the relative 
value of silver to gold takes place ; be- 
cause, if silver, becomes dearer, more 
gold will be given in exchange, and y/ce 
y^rsa. 



No par exchange can therefore be 
established, excepting between two coun- 
tries whose current coin is of the same 
metal, and 'of course invariable- 

^ The imaginary par of eleven gilders 
in Holland for a pound sterling in Eng- 
land, is of course the greatest absurdity 
which ever entered into the humnn 
mind. 



m 
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The act of rendering paper-money a 
legal tender, will also affect the foreign 
exchanges of a country, and will pro^ 
ceed in the exact ratio of the deprecia- 
tion of that paper- currency. 

This depreciation may arise from 
the quantity of circulating paper-money, 
compared with the quantity of circula- 
ting gold and silver coins, and settle 
itself in that proportion, or from the 
want of confidence in the security of 
such paper-money. 

The first mentioned cause will always 
have its natural limits ; but the last-men- 
tioned may become unlimited in its effects; 
and as both causes are generally com- 
bined in those depreciations, it is impos- 
sible to trace the degree which each of 
these causes occasions. 

The principles, therefore, of varia- 
tion in foreign exchanges, ard fourfold. 
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First, the balance of all transactions, pay- 
ilble in money, beings ' for 'or against a 
country, because the cost of transport- 
ing the metals must be leither received 
or paid for in the exchanges Secondly, 
an alteration in the standard of money 
in either, of the exchanging countries* 
Thirdly,. ; the variation in price of one 
metal against the other. And^ fourthly 51 
the depreciation of paper-money in either 
country, supposing it to be made a legal 
tender. 

Having now stated the nature and 
value of gold and silver coins, and the 
principles of variation in foreign exchan- 
ges, it becomes necessary to proceed to 
an examination of the extensive power 
of the precious metals, and of all their 
substitutes and assistants, under the ge- 
neral term of Money, or Representative 
Signs. 

This power arises from their ntility 
, K 
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having ac^quired a new price, called Itl& 
terest, or annual hire^ which immediately 
led to the possibility of forming, by a 
very simple combination, a safe, com- 
pleat, and never - failing system of 
public finance^ depending on the natural 
and certain concurrence of the whole 
community, and not liable to be deran* 
ged by the private views of any indivi^ 
dual or individuals whlrtever. 
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CHAPTER V. 



i9/? the Interest or Price of JHoffoyi on its 
Power of precluding all Sinking Fund 
Systems ; and on the Nature of public 
and private Money Debts. 



THE foregoing Chapter will 
have sufficiently , explaiqecj what is meant 
by the price o^ jgold and by the price 
of silver ; which appears to be perfectly 
distinct from the money-price of all ob- 
jects, or from the price of money in ge- 
neral, called Interest, or annual hire, 
and relates merely to the comparative ) 
Value of onq metal against the other. 

In this point of view, gold and 
iSSN^ xoay be called objects of coyi^- 
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merce against* each other : but this conl- 
luercial character between the metals: is 
lost in their qualification of money, or 
representative signs, to measure the va- 
lue of every? 1 object; because the com- 
mercial consideration arises j in that case, 
from the combination of value, which 
XPay be^ due ..to .eadh- object thus pur- 
cfiased^ 'or'fti;^?^^^* whh a certain quan- 
tity t)f those metak.. ; 

This combination of value has been 
;§h'6v/n to arise' from the favorable or 
-unfavorable state of the seasons, rendet- 
iTig - many objects more or less plenti- 
iuU frotn the further expences incurred 
iri producing (feaeh object^ and from the 
accumulation of taxes,' with all their 

V 

conseqiiences ; whfch totally- subverts the 
idea of^ Df . Adaili 'Smith, ^"^t^at th price 
of gfaiu is iht criterion of the price of 
money.^* ^ 

■'-'-'■ "^ Tlife iprfc^' 'of' grain, of of^ny-otll^r 
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objett, ai^ears, on thr» contrary^ to Tic 
a circnitottS' process bfiicatnniercey:and 
vliirmi^^ the measure of ^ value naturilly 
doe to such object^ m the- interest of%Sl 
the combined J capitais.^d . other \ exp^sih 
ces (taxes included,) which were em- 
ployed in producing *ir, . 






It IS true,' that the competiti&n price 
df 'an object may, from'a'-gpe^ter or less 
deftiand, be sometimes ^ carried beyond 
the natural price, which is due to it}, 
but as a greater or le^s ntfmber of that 
object would be afterivardis produced in 
consequence of this competition price not 
being in tmison with the natural price, 
there must ultimately arise a fair and 
equitable prite to the producer, and- also 
^n increase or decrease in the quantity ^ 
of object;s, in consequence of their having '' 
been overpaid or underpaid. 

This circumstance makes all fore. 
i^taUing, or monopolizing,, for auy length 

K3 
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* 

of tiiDe^ iinpracticable ; because all dc^ 
mands which might be deemed more ex- 
ptbitant than the situation of each object 
•equired, would be speedily counteracted, 
to the great detriment of the extortioner. 

X 

The argument of forestalling and. 
monopolizing is, however, frequently 

resojted to with great- im^opriety, in 
order to account for the increasing 
|>rice of provisions, which might, with 
inore justice, be attributed to the error^ 
<)f Statesmen, in unnecessarily accu- 

pmlating t?x upon m, 

'i . . , ■ • 

The circuitous, ancl^ wnsequently 

V 

slow, yet not loss certain and ianefijl 
eflfects of. taxation, seepi indeed to have 
totally escaped the penetration of Phin 
losophers and Statesnien; which is the 
more to be lamented, as their progress 
is undermining tine happiness of those 
individuals, whose incomes are so limit- 
ed, as not to ^dmit of increase upoX 
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every increased charge from taxationand 
its consequences; while a further ex* 
tension of this individusl distress, wiH 
produce not only a more general dis- 
content against Goveifnnient, and aug- 
ment the number of those who aim at itis 
overthrow, but also create a very alarms 
ing emigration to foreign countries^ 



It is indeed evident to. xhe, that the 
errors of finance will be the real cause 
pf any resistance which may be made 
to the established Government of Great 
Britain, although, defects in the consti- 
tution may be the watchword, because 
the distressed individuals would be look- 
ing up to a new constitution for reUef 

firom their misery^ and attach them- 
selves, on that account, to the disaf- 

fected. 

The ultfenate eflfeqt would, indeed 
be contrary to their expectations, as all> 
political convulsions destroy the first 

' K4 
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principles of finance, which: is rpublia 
<:r^dit:, and r^nd0r>-by those means, the 
eyii HrjeparftWe.:fp/J:3 certain time. ' 



.• K 



r. 
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^ But to retUttitfrom this :cligressioft, 
in order to discuss the price of interest 
of money, we must consider gold and 
silver, bank-notes payable on demand ^ 
or any other generally admitted repre- 
sentative sign^ as a reproductive pro- 
perty, by means of- the annual hite 
given in money fot their services, and of 
course bought and sold at so mawy years 
purchase (in th? spme ; manner a:S land 

and .houses) accgrduig; to. jth^r. relative 
scarcity or plenty..: r . .., .-, 



*< » 



' This rcascfning is perfeGCly.applicar 
ble, whether they . are, rqmXn^d again .to 
the proprietor after a certain pcriqd with 
the r.nniia] intercGt, or that they are im- 
mediate -y exchanged for an object which 
produces an annual income, v . ..:: . •■ 
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tn eitHer case^, an antniSl Jeif>foduc- 
tion- arises to the possessor, as 5 pricerit 
interest is equal to 20 years purchase; 
ttiid iatld lybught at 26 years putcftasei 

givfes eqimlly 5' pn cent for the montJy 

j> • • .... > 

paid fbr it. 
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-' ' ^ 'Mnd^ * however, seldom gives so 
high an income as money laid out at 
intefest; and it is therefore of material 
inippojance to discuss the principle from 
wheocc this difference arises. : 



■ ♦ » ■ 
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' It may '|)6ssibly be iilKlgilied, that mo- 
ney is, in every poSit of view,' entitled 
ta- a' KgKer capital -val^ ifete 

of income, than other • preperty prodiit. 
cing an annual increase, on account of 
its :being the genei^ : T^esejftative of 
all things as^. their ineas^irt of value, ind 
also thq general director of this mea^ 
sure of value, by itsi price or rate of its. 
terest producing an effect (equal to eviSry 
variation) on the income of all capitals. 



.. r This general superiority of yalue^ 
jHfhen bought gt so inany years purchase, 
d^es! not .however exist, as money is 
defective in poipt of perpetual duration, 
|rom the effect . pf clipping, 93 well -as 
from constant friction^ and is . also expo- 
sed to accidental loss ; none of whiclt 
circumstances take place w^'ch respect to 
land. 
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The period of existence cannot, in- 
deed, be ascertained in nioney; and the 
lenders of it at interest, or annual hire, 
require, therefore that an ample indem- 
nification, or Kfe-r^tit, be^iven for its, 
^se, on account of this^ unqertiu^ res- 
pecting its duration. 
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. The indemnificatiQii, which i8^^natuh 
tally resorted to, consists in mooe;^ ofa^ 
taining t higher arinu&l price, or in*^ 
terest, tihan the purchase-moiiey of land 
gives in annual sacome. 



When money, ftff instance, is gran- 
^ted at 5 pr. cent interest^ or 20 yews 
purchase^ land may probably sell at 25 
years purchase^- and, of course, givejt 
pi^Iy 4 P^f cent income to the pro- 
Iprietqr. 

This difference, or superiority, of 
; prxt* j)r.ann. laid out at compound in- 
terest, procures, in. a certain number of 
years, a sum equal to the capital ; and 
ishould the original money-capital be lost 
in that period, the proprietor, or. his 
heirs, will still be enabled, by the above- 
jnentioned accumulation, from the grea* 
ter income, to purchase a perpetuity in 
land. 

Theory and practice are therefore 
eonsonant to each other; and prove, in 
the most unequivocal manner, that mo- 
ney-debts are not in' their nature perpe- 
tual, as t^eir superior annual interest 
furnishes the meaps of extinction. 



* 
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• .This principle is also completely 

'^iStabliShed in public finance, by thcTcrea- 

tion of long and of short annuities, as 

^e -reimbur^emfent of their purchase^ 

TWOney' takes its rise from their superior 

interest with its compound accuinular 

tion. 

•> • . . . ,^ 

■- "This mode of raising money ty li- 

ttitied' annuities, may no doubt be con- 

sidei^d as creating a sinking fund for 
th6 giradual fep?ryment of the capital re- 

ceived; but the process is at any rate 
very slow on the long annuities; and 
as neither the long nor the short an- 
nuities admit of a reduction ih income 
during the term of years for which'they 
are granted, it is in the power of every 
person to calculate their value, * arid pre- 
cludes the possibility of the' piiblic suf- 
fering a very considerable loss by sdling 
3 pr. cents at 56, or even lower, and re- 
purchasing them, duiing peace at 85, and 
«ven at 96 pr. cent, which is in fact re- 
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tu!rnmg above i8o for loo received, and 
has actually taken place, in our financial 
operations during the period of nine 
years, or between the years 1784 and 
1792; as 3 pr. cents were sold by Go* 
vernment,in the first-mentioned y^ear, as 
low as 52, and repurchased .by the sinking 
fund at 97.in thelast^mentioned year. 



• As a proof of this destructive sy- 
stem of reimbursement being delibe- 
rately adopted and publicly avowed by 
. the Government of Great Britain, we 
need only peruse with attention Mr* 
Rose's publication in the year 1799^ 
wherein is stated, that, by applying 
I pr. cent annually towards the extinc- 
tion of every hundred pound sterling, 
3 pr. cent stock created by Govern- 
ment, a compleat redemption will take 
place in the course of 3y years, sup- 
posing the redemption-price to be on 
an average 85 pr.cent for eyery .3^ 100 
g pr. cents* , . 
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merce against each other : but this coiil- 
inercial character between the metals: is 
lost in their qualification of money, or 
representative signs, to measure the va- 
lue of every- i (Aject; becsius^ the com- 
mercial consideration arises^ in that case? 
from the combination of value, which 

XOay bfe due to . 6a(ih - object * thus pur- 

'•'■•.>]» • 

t*ased, 'orV^a!suteff->Pirhti a certain quan- 
tity lof those metals.. 
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This combination of value has been 
6h'6v/n to arisis' from the favorable or 
-unfavorable* state of the seasons, rendet- 
Itig ^ many objects more or less plenti- 
iuU frotn tlie further expences incurred 
iri producffTg feaeh object, and from the 
^cumulation of taxes,' with all their 
cohkeqiiences ; w^hfch totally subverts the 
idea o^ Df . Adaiti Smith, ^Hhat th price 
of gYtfin is ihi criterion of the -price of 

money'* * 



t . 



■-'-'•'. ''Thfe prfci bfgMin, of of any -otfte'r 
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object, appears, on tht> contrary, to "hie 
a circnitons' process bf.vcatDmercey.aiid 
ultiniutifly-^ the measure of value naturiliy 
due to such object^ as the- interest bf-sH 
the cornhinedj capitals /and . other \ expell- 
ees (taxes included,) which were em- 
ploy^ in producing 'it'. 
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It is true,' that Xhtcompetitt&n price 
df 'an object may, from' a '-gpedter or less 
detend, be sometimes carried beyond 
the natural price, which is due to it; 
but as a greater or less nunfber of that 
object would be afterwaniis produced in 
consequence of this competition price not 
being in unison with the natural price, 
there must tiitimately arise a feir and 
equitable prite to the producer, and also 

> 

^n increase or decrease in the quantity , 
of objects, in consequence of their having. '' 
been overpaid or underpaid. 

This circumstance makes all fore, 
stalling, or monopolizing,, for aqy length 
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merce against' each other : but this coiil- 
mercial character between the metals: is 
lost in their qualification of money, or 
representative signs, to measure the va- 
lue of every 1 (Aject, because the com- 
mercial consideration arises^ in that case, 
from the combination of value, which 
way bft diie .to. 6a(ih- object thus pur- 

/-r • . . j. 

Chased, 'or^''fti;fe^uted*->Pirhti a certain quan- 
tity lof those metals, . 
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This combination of value has been 
6h'6wn to arise' from the favorable or 
-unfavorable* state of the seasons, rendet- 
ifig - many objects more or less plenti- 
luU frotn the further expences incurred 
iri' producing feaeh object, and from the 
ilccumulation of taxes,' with all their 
conseqiiences ; w^hfch totally subverts the 
idea 0^ Df . Adaiti 'Smith, ^Hhat th price 
of gyiin is ihi criterion of the price of 



money. 
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'■.''Thfc iprfce 'of'gMiri, of of anyothe'r 
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object, apj^ears, on tht> contrary^ to "he 
a circnitous' process bfL-catnmercey.aiid 
ultimufffly: the measure of value naturiliy 
due to such object^ as the interest bf-sH 
the comhinedj capitab ^d . other . expe^ij- 
ces (taxes included,) which were em- 
ployed in prodiicing 'it. 






It IS true,' that the competitt&n price 
df'an object may, fronV a'-gpeiiter or less 

■ * • ' • 

demand, be sometimes carried beyond 
the natural price, which is due to it; 
but as a greater or less number of that 
object would be afterwanfe produced in 
consequence of this competition price not 
being in unison with the natural price, 
there must ultimately arise a feir and 
equitable prite to the producer, and' also 
^n increase or decrease in the quantity , 
of objects, in consequence of their ha ving ' 
been overpaid or underpaid. 

This circumstance makes all fore, 
i^talling, or monopoli^ing,.foraQy length 
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value- between a 41 pr. cent perpetual 
•toflpaty, redeemable at pleasure,. and an 
annuity for 58 or 59 years, are ob- 
vious. 



/" 



An annuity for a term of yta'rs/can- 
not t)e reduced during that periodv -while 
a perpetual annuity of 4^ pr.cent be- 
comes redeemable, and of course reduce- 

able to 4 pr. cent, whenever a fall in the 
tate of interest allows Government 
to borrow at that rate ; and in the same 
liianner the 4 pr. cents may be reduced 
to 3i, and even lower, if interest of mo- 
ney should continue to fall. ' 

ft 
f ' ' 

The proprietor of a 41 pr. cent, re- 
ideemable at pleasure, would therefore 
be exposed to receive less interest during 
many years of the 65 a 76 ^dars, for 
which a limited annuity might be gran- 
ted to the same amount, on the payment 
of one hundred pounds sterling^ sup- 
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posing interest of money to be. at that 

rate. - 

• * ■■ - ' 

No person could hesitate in giving 
a decided preference to the limited aii- 
' nuity^ when interest of money is high, 
because, on thse supposition that- the per* 
p^tual atinctity should be reduced only 
I pr. cent during 45 or 50 years, the 
holder of the limited annuity would, by 
the one pt/cent laid out at compound 
interest, procure, in that number of 
years, a sum equal, nay even superior, 
to thg capital paid ;. and thereby, on the 
expiration of the annuity., stand upon an 
equal or even better footing than the 
holder of the perpetuity*. 



.'A 



. 1 iiaye here stated a moderate in-: 
terest for money raised by Government 
on lojag annuities ; but in order to 3Uib- 
ject. myself to no observations on the 
impracticability of raising money in thaf 
ifray, I must observe, that a 5! or 6 pr. ct. 

La 
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:pAp£tual annuity, liowwer extravagant ft 
might at first appear, would probably tjft 
subject to 2 pr.ct. reduction in the course 
of lo years ;■ land ibedong: annuity inight 
therefore be esttiblished wjth' ^perfect 
justice to the /Money-lender arid*^ to the 
Public, either; at a lower iQterB:stjpor..for 
4 .5horter period 'tb?n 6$ or 70 .years, * if 
tihe: disadvanigge arising from' a probable 
fall in the rateiof intete&t<)ntfeQ perpetual 
annuity be kept in view, and allowed Cor in 
a reasonable manner on both sides.- 

. . . ■ , , 

' * • • 

It is this consicfentlion alone which 
^ives an equal value to a perpetual and 
to a limited annuity, as 'also a propor- 
tional higher value to j'pr. cents than 
to 4 and 5 pr. cents perpetuities ; as, for 
instance, 3 pt. cents bought at 65 pr. rent, 
give less interest than 4 pr. cents bought 
at 80 pr. cent, and the latter purchased 
at 80, give less interest than $ pncts.' 
purbhawsed at 94 pr. ce^t. 
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This, or some other proportional dif- 
ference in price, generally exists, because 
5 pr. cents are more liable ta a reduction 
of interest than 4 pp- cents, and that these 
are also liable to a. diminution, while 

3 pr. cents are iu no degree subject 
to this 1qss#. 

The lesser interest therefore aris-- 
ing from the proportional dearer pur- 
chase of the 3 pr.cent. annuities, than the 

4 and 5 pr. cent, annuities, is amply com- 
pensated by the impossibility of xeceiving 
lcs§ i?itercst in future; 

^ As mankind may be led to suppose^, 
from the destructive mode adopted in 
raising money for the Public, which 
renders it necessary to reimburse 150 
for every 100 received, besides paying - 
above 5 pr.cent. interest, that public 
security is inferior to private security, 
ic becomes necessary to provci^ tirat the 
contrary is. the case^ 

T « 



I<f6 THB..DOCTEINB 

. :Public debts, or annuities, are foun- 
ded on the security of every individual's 

pioperty; while private mortgages arc 

only founded on the property of the 

individual possessor. 

* • 

Government has the right, and the 
power, of raising annually on individuals, 
by taxes, the amount of all annuities 
granted, and of/ course bankruptcies are 
UOTCcessary, 

Public debts can be subject to no 
litigation in law; but private mortgages 

are perpetually exposed to it, and occa- 
sionally to ultimate loss of property by 
defective deeds* 

Public debts can always be converted 
into money by a sale, at such prices as 
the current rate of interest warrants. 

Private mortgages cannot be turned 
into cash, until the period of payment 
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ggreed on arrives ; and a tedious process 
of. foreclosing is often resorted tx>, in 
order to compel payment, even without 
success in time of war). 

Great sums of money are also lent, 
in every community, upon the personal 
security of the borrowers, of which a 
part is annually lost by the insolvency 
of some of the debtors. 

I shall suppose, that 2 pr. cent, of 
the whole mass of monej'^, which is lent 
annually on personal security, is lost by 
bankruptcies ; it follows of course that, 
in 50 years, a whole capital is extin- 
guished. 

It must not, however, be under- 
stood, that the whole of the first year's 
loans is lost in 50 years, but only a sum^ 
equal to it, on the whole transactions 
«f that period. 

L 4 
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Some of the proprietors may everi 
be lucky enough to lose nothing, dur:^ 
ing the 50 years ; while others may lose, 

during that period, more than their share 
of the first year's capital ; which makes 
it a kind of lotery for perpetuating mo- 
ney-debts to some individuals, at tlie ex- 
pence of others; as, in that case, the 
fortunate save more, and the unfortu- 
nate lose more, than the nature of pri- 
vate money-debts warrant. 

r 

Private money-debts are therefore 
entitled to a higher interest than pubhc 
debts, under the denomination of Public 
Annuities, because the former cannot 
be so secure as the latter. ^ 

It is evident then, that money-pro- 
perty, lent upon personal security, is not 
in its nature a perpetuity, and tl;at the 
security, even of mortgages, is also much 
inferior to that of public debts, ^s the 
mortgagees are not only exposed tp .©cea- 
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sional loss, but also to much trouble 
and inconvenience, as well as to the 
same variation in the rate of interest to 
be received for their money on a reim- 
bursement being made to them. 

Experience has shewn, that these 
reimbursements are not procurable, with 
the best-founded claims, before a Court 
of Chancery^ when interest is high ; and 
are of course only to be expected when 
interest is low. 

The most perfect security for mo- 
ney-property, consequently exists in the 
possession of Public annuities ; and. as no 
other mode of lending money at inte- 
rest, can extend its duration beyond a 
longer or shorter term of years, accord- 
ing to intervening accidents, there can 
be no reason for a nation paying eter- 
nail's for the use of money, and parti- 
cularly so as the interest paid is gene- 
rally much superior to the. income of a 

L5 
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pcarpetuity in land, and, in most instan-. 
ct&^ equal to what" is paid for those pri- 
vate loans, which are subject to annual 
lo$s by bankf aptcies ; yet the granting 
of 3 pr. cents, so much under par, for 
the money received, is still more repre- 
herisible^ and. openly avows this system 
of eternal duration without the advan- 
tage of very low interest, to which it 
is nauually entitled, as it holds out no 
•prospect of extinction in the course of 
time, nor partial relief from a diminution 
of interest, but exposes the nation to a 
perpetual burthwi, or to the still more 
destructive operiation of repurchasing 
these 3 pr. cents at a much higher price 
than was obtained for them; either of 
which circumstances must, at one time 
or other, produce inevitable ruin, as will 
be hereafter shewn.. 

V • 

f 

V 
\ 

Having thus explained the solid 
foundation of. public Credit, under a well- ' 
regulated Government, and a propcrlj^ 
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constructed system of public finance, ft 
will be superfluous to add, that it is not 
easily shaken, and that those great varia- 
tions which take place in the price of 

public funds, are more to be attributed to 

a wrong system of finance, and to the re- 
lative plenty or scarcity of money, than 
to an - increase or decrease of confidence 
in public securities. 

Fears and hopes, respecting political 
events, may produce temporary impres- 
sions, which will sodn yield to the eflfects 
of a relative scarcity or plenty of money; 
but interior insurrections, the invasion 
of an enemy, or the impossibility of rais- 
ing aimually the amount of taxes for in- 
terest of debts already incurred, or for 
those that may be further required, will 
no doubt produce the most serious ef- 
fects on* the price of public funds. 

As long, however, as none of these 
events take place in Great Britain, her 
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.pujjjic credit will remain unsullied, and 
^very lasting rise or fall in the price of hep 
public funds will proceed from the refer 
tive plenty or scarcity of money, to which 
11 right or a wrong system of finance 
will greatly contribute^ 

* 
As a proof that this relative plenty 

or scarcity of representative signs, has a 
very considerable influence, we find 
that the price of our funds was lower after 
the peace in 1783 and 1784, than dur- 
ing the war which, preceded it* 
{ ■ , 

m 

This could only arise from the im-. 
mense exportation of the metals in the 
year 1783 ; and if we should have again 
to lament the same cause, and the same 
effects, it will be attributed, by unin- 
formed men, to want of credit for the 
Public, to diffidence in the Ministry, or 
to sonic trivial and (mfounded cause. 

Public credit is also generally sup- 
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posed to depend very iBUch on the qreiiT 
tion of a sinking fund, and consequent 
reimBurseinents : but this idea falls to 
the ground, by the simple consMeratioD^ 
that no engagement whatever has Iflthei?- 
to been specifically entered intq widi 
the public creditors, as Parliament is at 
full liberty to reti^act its lesolutibhs re- 
specting a sinking fu3i(i,i:when(Byfir it Jte. 
fully convinced of its- impropriety.. .:: ; :) 



An examination into the origin of 
public loans, will also convince us gf 
the impolicy, as well as of the impro^- 
priety, of ever redeeming public debts, 
in any other. way thanby the saleofnew:. 
annuities at a more favorable rate of in-; 
terest; that is to say, by selling 4J pr. cts. 
at par^ in order to pay. off 5 pr.xreits at 
par^ and continuing such operations -as- 
far as the falling rate of interest . wiS 
admit of. :. . . 






When taxes were. made payable in 
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moiiey; tirty naturally increased consi- 
aferably the itfoney-price of every arti- 
cle, and also die interest or price of W)- 
liey, as this addidonsS value required re- 
presentation in money, and made^ it re- 
latively scarcer* ■ 

I • # • • r ■ 

■ ^' ■ ' ' • ■ * 

This produced naturally a very sem 
sible diminution in the quantity of in- 
dustry, or at least a considerable check 
to its annual increase in times of peace; 

• ..In times of war, these effects 
became so very intolerable, on account 

of the large sums immediately wanted, 
that they could not escape the notice of 
thei: most ignorant of mankind; 

■ "k . ■ * 

1 • ■ • • 

.: it w^is, indeed, SO ptrfscdyi impos- 
sible to raise a large sum by new taxes^ 
within the time, it was wanted, that some 
mode of anticipating the receipt becjune 
necessary, and an immediate loan for the 
amount of the taxes, intended to be levied 
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within the year, was Gonsequcntly re- 
sorted to, under the positive engage- 
ment of redeeming such loan with in- 
terest at Ae expiration of a year. 

r 

But the enormity of taxes to be 
levied in the course 6t the year^ for the 
purpose of carrying on war, produced 
such violent effects on the maiss of exist- 
ing industry, that the produce of those 
taxes fell infinitelyshbrt of what they 
were calculated at, and .'the pre-existing 
taxes experienced also a considerable di- 
minution in their produce, from so great 
a multiplication of tlieir number. 

The security given to the holders 
of the loan^ became therefore iriiperfect* 
and the repayment of it within the course 
o'f a year impracticable ; while the Publid 
ftinds' experienced a general discredit, 
and so great a diminution in their value, 
as to give a most enormous yearly in- 
terest to the pxurchasers. 
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. This destructive system of raising 
^e. war-supplies within the year, and of 
making loanS:, to be reimbursed also withiii 
' the year, was however still perseve- 
red in, until the mischief had arisen to 
6Uch a height, as to threaten a general 
convulsion; when. the Statesmen of that 
day were forced to look out for some 
other resource. ► 

It occurred to some of the most en- 

■ 

lightened, above a century past, that to 

» ■■■•.' 

extend the term of paying back the capi- 
tal until convenient, and to pay the in- 
terest regularly, was the only plan thaie 
could be adopted. 

The funding system, therefore^ 

■ » 

took its rise from this circumstance 
of necessity, and not from the con- 
viction of mankind, respecting its virtuei' 
and its powers, whenever it became sub- 
stituted for taxes to be raised within the 
year: nor does there seem to have existed? 
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an idea, that it required no fund for lit 
quidation, on account of its self-extin-' 
guishing principles, as the knowledge of 
thes? circumstances would have prevented . 
the intrusion of a sinking fund, or redempr 
tion system, which has so evidently oc- 
casioned the premature ruin. of many 
flourishing nations. ;» ?- . . ...... i 

* 

From the moment of protracting the 
repayment of all loans, (until it proved 
convenient to the Public, which seems 
not to have been thought practicable 
until lately^ Great Britain experienced 
the happiest effects in the rise of her 
public funds, in the diminution of the 
interest of money, and in the rapid in- 
crease of her industry, which has enabled ^ 
her not only to go on prosperously in 
times of peace, but also to carry on very 
expensive wars; proving thereby, that 
neither policy nor public credit demand- 
ed any reimbursements. 

It remains, therefore, a duty in the 

M 
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suppoiters of a sinking fund plan, to 
explain, upon mathematical principles^ 
tite- necessity for Gc eat Britain recurring 
. again, in sui^^rt of her public credit j 
to that systei^ which formerly occasion- 
cd her distwss, and whicSb our ancestors 
Vtrt forced to -abandoq, in order to 
prevent a general confusion. 
• •% 

' V We iave indeed been informed, in 
general terms^ by very high Parliamen- 
tary Authority, that the ordinary means 
of raising the supplies for war^ were 
become insufficient against the revolu- 
tionary means employed by Franca, .and 
tittt it was ^therefore become necessary 
to Ifevy, for the iservice of the year 1799, 
only 15 millions by loan, and 10 millions 
by an extraordinary tax, payable within 
Ae.year, which was furdier to be con- 
thnued- for two years after the peace, in 
order to redeem the loan of 15 mil- 
lion^. 
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All my argujyients, on the subj^if|: 
^f taxes^ have sufficiently developj^d the 
inevitable consequences of thi$ extrsofr 
binary measure of finance^ whid). wasfoi;- 
xnerly exploded; and I shall tberefoGft C9nr 
fine mj^self at present to obsi^rvin||, th;^ 
there certainly could exist no diffixnilty ip 
raising the interest of these i o Qiillioii^ hy 
taxesi as it was thought Very practicable 
to levy the whole capital in that way, 

.and there could also be no .difficulty in 
extending the loan to 25 millions, as 
those persons who are called upon to 
give the 10 millions in taxes, would in 
any event have preferred giving it on 
loan upon the same terms a»the 15 mfl* 
lions, and have chearfully submitted to 

. fheir share of a general tax for the'ifi* 
terest. 

I must further observe, that the rise in 
the price of our public funds, during the 
year 17993 preceded in part this finantial 
operation^ and cannot therefore be at- 
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tributed thereto, but solely to the additi- 
onal coinage of gold from the bullion iin- 
parted in 1797 and 1798, with its conco- 
'niitant atlfehdarit, an increase of paper- 
ttoncy, - both of which -circumstances 

produced a considerable^^ugmentation in 
'the numbier of represcntatiye signs, as 
•well as in 'the mass of industry and 

in the public revenue. 

*• ' . . ■ '■ ■ ' 

Should it hereafter prove, by ex- 
perience, to be a well-founded opinion, 

^that the redemption of near "^5 mil- 

. lions sterling of 3 pr. cent stock by 
the purcljase-money of the land-tax, and 

^possibly jas^ much more by the old and 
a«w sinking- funds, aided by the conti- 
nuation of 10 millions extraordinary 
taxes, after the peace, would considerably 
raise our public credit, and consequently 
the price df oiir public funds, Mr. Rose's 

'^pinion respecting the average price of 
3 pr. cents will probably be incorrect, 

in stating it so Iqw as 85 pr. cent, 

J 
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though it would sufficiently shew the , 
finantial powers of Great Britain, by re* 
purchasing, with impunity, at 85 pr. cent 
what she sold at 56, giving thus, in an 
unequivocal manner, nearly ao pr.ct. in- 
terest pr. annum, during three or fout 
years, for monies levied during war. 

If on the contrary, however, the 
price of our public funds should, notwith- 
standing these immense eflforts by taxa- 
tion, continue low after the peace, we 
shall then have to lament the very heavy 
burdens so inefficaciously laid on the in- 
habitants of Great Britain, and particu- 
larly on the landholders, for the purpose 
of raisingpublic credit, which could, even 
in the event of success, only produce the 
fatal effect above-mentioned, of paying 
an enormous interest during peace, under 
a different form, for monies borrowed 
during war. 

Our ancestors do not appear to 

M 3 
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hdve considered the funding ^stein as 
mathematicaHy right, and at all times ex- 
pedient, /]f)racticable, and necessary, but 
only to have adopted it as a teiSporary 
expedient^ because they proftssed an in- 
tention of ultimately reimbursing the 
loans, whenever it proved convehient to 
the Public to make the necessary efforts 
d)y taxation* 

The progress of this plan, for a cen- 
tury past; iiaS been so slow, as to indi- 
.catfc^ina very satisfactory manner to every 
profound investigator of the business, 
that it; is utterly impossible to diminish, 
by these means, the public burdens to 
;|^e amount of one faithing annually. 

This will perhaps be callad a very 

* strong, and even a very erroneous assier- 

tion, bfecause above JJo millions hav^s 

been actually redeemed by meians of taxes 

applied solely to that purpose. 
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But how can this - apparent dkoinu; 
tion of debt, and of annual burdens in 
interest, be admitted as a reality, when 
it can be proved mathematically, that 
this effort towards redemption has not 
only been carried on during war, by ex- 
tending the new debt to the same amount, 
but has crushed a mass of growing in- 
dustry, which would have produced a 
mucli greater increase of revenue to the 

Public, than the amount of interest re- 
deemed, and also enhanced the price of 
every article, as well as the interest of 
money, to such a degree as to augment 
considerably the public expences, and 
to occasion a much greater increase of 
the debts contracted during war, and at 
a higher interest, than would other- 
wise have been the case, independent 
of the increased expence in our peace- 
establishment* and in our poor-rates,, 
which become perpetual annual bur- 
dens, and of a much more serious na- 
ture even thaM interest on debt, as they 

M 4 
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contain no possible means of extinction 
or redemption. 

The Finantial Committee, in the 
House of Commons, corrected; in 1791^ 
the estimate of the annual peace -esta- 
blishment made in 1786, by increas- 
ing it some hundred thousand pounds 
pr.ann.: but it will be discovered here- 
after, that this increase was not adequate 
to the real expenditure, and that a fur- 
ther correction, to a very considehblc 
amount, is necessary. 

The Committee of 1786, state also, 

that, if the^ permanent taxes produced 

1 3 millions pr.ann. there would be one 

million surplus towards paying off the 

national debt. 



It appears, however, that these taxes 
produced, in the years 1790 and 1791, 
much more, jtod in 1792 upwards of 
£ 14, 000, 000 sterling pr. ann. yet no . 
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greater surplus than one million pr. arau 
ever appeared to public view, after pro** 
viding' for the necessary exigencies of.^ 
peace-establishment. 

Mr. Rose states,-indeed, that extraor- 
dinary and accidental expences, to a con- 
siderable amount above the peace- esta- 
blishment were provided for ; biit he omits 
to add, that extraordinary receipts to a con- 
siderable amount, independent of the ordi- 
nary receipt, equally took place, which 
provided for these accidental expences. 

An increase of one million annually, 
in the peace- establishment, is not much 
attended to, although equal to the in- 
terest of above 33 millions of 3 pr. cts. 

The bad effects, therefore, of all 
sinking funds, and of all plans towards 
raising the supplies within the year by 
taxes, are not limited to the annual loss 
of industry, and the consequent lesser 
produce of each tax, in some, proportion 
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to the mraiber which are added, but in- 
crease cansiderably the burdens of each 
iucceeding war, as well as*the expendes 
of a peaGe-cstablishmcBt ; branching out, 
at the same time, to a variety of. expen- 
ces by their actions and re-actions, and 
occasioning much gireater future debt and 
annual burdens, than, the interest re- 
deemed by paying oflF the capital. 

I must indeed admit, that the loss 
on the old taxes is much inferior to the 
produce of any new tax which is levied, 
so that every nation may, at any time, 
increase its revenue by accumulating 
taxes. 



To account for this circumstance, I 
have, only to state, that the representa- 
tion in money, required by the new 

tax, can only be supplied , by suppres- 
sing the representation of some indus- 
try, which would otherwise have exist- 
ed; and therefore the new tax is not 
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afily S#p^a by th6 «bc Jose dH sudhsniH 
pressed ifldustty, but *s6 by tile mo* 
ney-va!ue of that iftdustxy, as both' are 
combined together, since it is inipossv- 
ble to suppress, in palt, the produce 
of a tax without suppressing, at the 
same time, the industrious source of 
such t^ ; nor is it p^ossible to increase 
industry by a new tax, although it 
fHTove ever so productive. 

It is impracticable, indeed, to trace 
the loss which arises in the old taxes 
from the circumstance of levying new 
burdens, because this depends on the 
nature of the new taxes ; some of which 
produce very little effect in augmenting 
the price of industry; while others 
produce very great effects in that 
way. 

As this difference refers to the Fis- 
cal System, or art of levying in the 
most eflBcacious and in the least detri- 
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mental manner to the whole community, 
such taxes as are absolutely necessary, 
which is not immediately connected 
with my present plan, I shall only state, 
that capitation-taxes, or such as come 
under that qualification, do -the least 
mischief in increasing prices, and in de- 
manding additional representation, which 
makes them come nearer to the original 
design of levying contributions in kind j 
and it is particularly fortunate for Great 
Britain, that necessity obliges her to re- 
sort, at present, to that kind of taxes 
for levying large sums. 



t 
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Admitting, then, that there is no oc- 
casion for the existence of the sinking- 
fund taxes, it follows, that, their re- 
peal would promote the principle of in- 
creasing the produce of the remaining 
taxes. 

This increasing produce being equal- 
ly unnecessary, would admit of a. fur- \ 
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ther Tcduction in the number of taxes, 
in the price of all necessaries of : life, 
and -of course in the public expendi- 
ture. 

• »■ 

We should then enjoy, in a twofold 
manner, an annual dinunution of taxes 
and expences, from the increased pro- 
duce of; the .former, as well as from 
our diminished wants towards the lat- 
ter, and. experience a rapid increase in 
the mass of industry ; so that, in the 
course of a few years, ten taxes would 
produce as much revenue as twelve ox: 
thirteen of similar extent do at thu mo- 
ment* ^ 

t * 

- • . ^ 

In this manner is one relief from tax- 
ation followed immediately after by ano- 
ther relief, as also one diminution in 
the annual public expenc^ towards the 
peace-establishment, followed by ano- 
ther diminution ; and, per contra^ one 
additional burden of taxation is the 
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source of another burden, as well u 
of incf eiasing expences ; both which 
go on in ia dreadful progression, until 
finantial ruin ensues. 

In exaniimng, further, the operations 
of Grfe^t Britain, with respect to finance, 

m 

We find, that she- has hitherto- pefs eve- 
ted in* raising the peace - esrablishfnent 
expences within the j^ear by taxeiy, and 
the war -supplies by the sale of Kmited\ 
of perpetual annuities, under the -ddno- 
'jiilnation of Loans. 

^ • • • 

* "• However practicable the former mode 
may be, it will not be improper tx) 
state, in a new point of view, the su- 
perior advantages of the latter mode, 
'even for the peace-establishment, and 
"how these advantages are totally lost 
sight of, whenever a sinking fund sy- 
stem is adopted. 

Raising the supplies by taxes within 
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the yeai, is taking from individuals the 
whole capital wanted ; whereas, by 
raising those supplies through the mean* 
of public loans, is only taking from 
individuals, in taxes> an annual interest 
on the satiie amount. The last griev- 
ance is no doubt annud; but it certain- 
ly will be admitted, that, by leaving 
the capital to individuals, they are not 
only enabled, by an industrious applica- 
tion of it, to pay the interest annually, 
but also to procure some profit to them- 
selves^ as long as the nation is capable 
of improvement in various branches of 
industry. 

It follows then, that, in desisting 
from levying, by taxes, one million 
wanted, and substituting an annual levy 
of fifty thousand pounds in taxes for the 
interest of a million loan, the general 
estate would be improved, in annual in^ 
come, to a much greater amount than 
fifty thousand pounds. 
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• :•: I shall be within hounds, when I 
state this improvement at three hundred 
thousand pounds diiring each year that 
this plan is adopted, either negatively or 
positively ; tjiat is to say, either by not 
levying the miHion by taxes if wanted, 
or* by taking off unnecessary taxes to 
that amount* 

Of these three hundred thousand 
pounds, the public revenue would of 
course receive a share, and thus be more 
than fully indemnified, because the re- 
maining tax for the interes|: provides for 
what the million would annually cost in 
interest. 

But, under the supposition even that 
this annual increase to individuals, was 
only one hundred thousand pounds 
pr. ann. they would cheerfully give, and 
indeed could well afford to give, a part 
of it, if the fifty thousand pounds pr.ann, 
left in taxes, for the interest of the mil- 
lion loan were equally suppressed. 
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By applying the argument also ta an 
individual who had raised -ten thousand 
pounds on an improveable estate at 5pr.ct. 
interest^ we must allow, that he would be 
justly accused of doing himsfclf, and his 
posterityy a very material injury, if he 
voluntarily offered to :pay off the debt 
with the prospect before him of improv- 
ing his estate by means of these -ten 
thousand pounds, as far as I6 pr.cent 
annually, or 5 pr. ct. above the interest 
to be paid, and that his annual expcnces 
increased also by such misconceptions 
and such miscalculations. 

Let. ingenious calculators of the ef* 
fects of compound interest, state the 
inagnitude of such compound accumula* 
tion of evil in the course of 50 or So years^ 
and they will then produce to the world 
an effectual antidote to that delusive and 
. bewitching poison, infused into the un*. 
derstanding of man by former calcula- 
tors, on the wonderful effects of a mil- 

N 
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lion sinking fund with its compound 
operations, in paying off a national- debt. 

The ^advantages are evidently double, 
in the former case, to what they, are in 
the latter; for the act of paying off 50 
millions of: the national debt occasions 
tba loss of 100 millions to -individuals, 
and to the revenue a share of the annual 
income on that property, during its ac- 
cumulation^ ■ 

The analogy of reasoning ^between 
the affairs of a nation and that of an 
individual, is indeed very imperfect, and 
can only be resorted to for partial elu- 
cidation; for when a nation commits, the 
error of paying off its useful debts; 
or of. raising taxes within the year for 
what might, with. more advantage to the 
Community, be levied by a loan, it ]% 
further subject to increased annual ex- 
pences, in times of peace, as well as in 
times of war, and to higher interest 
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for the necessary loans in the latter 
period. 

Whoever doubts these consequen- 
ces, raay exanune the progressive increase 
of our public expences, in consequence 
of every war, and reflect afterwards 
on the probable annual' expehce of a 
future war. 

On reading Mr. Chainlets^ compa- 
rative estimates of the prosperity of Great 
Britain at different periods^ I was anx- 
ious to know if internal industry and 
population was increased in any propor- 
tion with that of exterior commerce and 
shipping, and immediately applied myseljf 
to a critical examination of the different 
branches of our public revenue. 

This examination convinced me, that 
some internal branches of industry must 
have sunk, in order to make way foi? 
foreign commerce, as I could perceive 

N 2 



1X0 increase ,tSf cojttseqnence in our public 
revenue since 1774, but what arose from 
the accumulation of above 6 millions of 
flew taxes during; the American war. The 
|)!^nMnfcBt'ia»es ' (including thosQ 6 mil- 
Kons^ levied rfaefare:!^^?®^,^" produce at 
this moiilent nd' morer than 141 inillions, 
andthoselcyised Bcfar€ri77!5V(exclusivejEJf 
those 6 millions) produced in that :year 
about 7 millions ; consequently the general 
increase (m^^tibfe. old and new revenue is 
|iot great 4Utiag« 25 years^ and- can havtf 
only arisen: fto«:the increase'of exterior 
commerce between 1786 and 1 802. 

We have therefore no proof of in-^ 
ternal prosperity during that period, and 
have to lament, that our accumulated 
wealth in money, during 25 years, from 
annual balances with foreign countries, 
has b^ien mostly absorbed in the repre- 
sentation- of new taxes, and in the con- '' 
sequent additional nominal value given* 
to all things ; which is^ in fact, aceu- 
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laulating a- fictitious wealth of money 
only, and not acquiring an -addition of 
objects, internally consumable, paying an 
annual revenue, which can alone give an. 
indep endant and solid strength to a nation. ■ 

■" • • » •• 

Instead then, of benefiting poste- 

rity? hy accumulating taxes for the pur- 
pose of creating sinking funds, as is too 
generally asserted to be the case, we 

4 

are laying the foundation of complicated* 

» , . • - - 

finantial distress, and of ultimate ruin, 
not alone by checking the improvement 
of the public estate, but also by caus- 
^ng greater expences to be incurred . than, 
our income will admit of; while a con-, 
trary system, which is now so much 
reprobated, would infallibly increase th& 
revenue much more annually than the 
sinking fund could possibly redeem, im- 
prove very considerably the national 
estate, or groundwork for taxation,, and 
subject ourselves, and our posterity, to 
much less annual expenditure. 

• N3 
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This contrary system of increasing 
the public debt for a certain term, and 
of diminishing the number of taxes, 
which will be the object of the follow- 
ing Chapter, may therefore with justice 
be called true political economy; while 
our present system is entitled to the 
appellation of political* Extravagance. 

Having now explained the reasons 
for preferring, on every possible occa- 
sion, the system of raising the supplies 
by loans in stead of taxes, and for desist- 
ing from all sinking fund plans^ it re-, 
mains for me to destroy an existing ide::* 
that the price of stocks is considerably 
increased by the annual application of ^ 
large sum of money towards their re- 
demptioH. 

I have already observed that, wfiere 
no obligation to reimburse has been en- 
tcred into, no diminution of confidence 
can arise from the circumstance of not 
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redeeming public debtS;> and particularly 
when the operation is dctrinjental to the 
improvement of the general estate, and 
productive of increasing'annual expences. 

In this point of view, a sinking fund 

« 

may even be considered as destroying 
public credit^ because those persons who 
are injuring their estate, and increasing 
their expences, are certainly less entitled 
to the confidence of money-lenders, than 
those who are pursuing a plan for im- 
proving their estate, and for diminishing 
their expences. 

But it will be still urged, by those 
who see no salvation excepting in the 
redemption of debt, without any regard « 

to objects of much more importance, / 

that the annual application of a large 
sum to a particular object, must inevi- 
tably raise the price of that object. 

In order to discover the fallacy of 

N4> ' 
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this position, we must enquire into the 
mode of obtaining this large sum, as 
well as what effect it has on the relative 
scarcity or plenty of money, and also 
investigate the process of its application. 
There can be no difficulty in admitting, 
that the scarcity of money is considera- 
bly increased by raising a large sum in 
taxes ; for, although the money received 
is returned again into circulation in the 
siame manner as if received from indi- 
viduals in the form of a loan, yet the 
increased prices of various objects may 
require, in some cases, the additional 
representation in money of twenty-five 
times the amount of those taxes, on ac- 
count of the additional price of the 
object taxed, the profit taken on it by 
the producers, all the actions and re- 
actions upon other objects, as well as 
the repetition of all these increased 
values in money, as often as the ob* 
jects go from hand to hand until con- 
sumed. 
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Returning the money again into 
circulation, does not therefore produce 
a general good, equal to the general evil 
arising from its being levied, as is the 
case with money raised by a loan, when 
the representative signs return again im- 
mediately to the same situation with' 
respect to quantity, because twenty-five 
times the amount may be reqtiired for ad- 
ditional representation, if raised by taxes* 

The general scale of interest i« 
consequently raised, and the price of 
stocks lowered. 

This is the first effect, and will be 
better understood by the following de- 
lineations. 

No» I. No. a. 

/ I I ' I I I I I I 

3* 3*> 3§* 34» 4. l\flh l\> 4> 4t* • 

Ko. 3, No. 4. 

I f I I I 11''^'^ 

lh^l\>\^A\7A\^ 3*. 4. 4*, 4i, 4*- 

No. 5. No. 6. 

I ' ' f I . I I I > ^/^ 
4* "it* 4i, 4*r^5- 4** 4a» 4** 5* Si* 
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Here are six different scales of in- 
terest, increasing each i pn ct. according 
to the relative plenty or scarcity of 
money. The five variations in each scale, 
denote the different objects which give 
degrees of interest^ according to their 
character for security, duration, &;c. 

I shall suppose, then, that the sink* 
ing fund taxes produce the effect of 
changing the scale of interest on money 
from No. i to No. 2. 

An impression is immediately made 
on each object, producing an annual in- 
terest; and of course the public stocks, 
which form a part of those objects, fall 
in capital value, so as to give i pr. ct. 
more annual interest or income. 

But, ©n the supposition even that 
the sinking fund taxes produced no ef- 
fect whatever on the scale of interest, it 
will soon appear, that no particular ob- 
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ject, giving an annual income, can b©. 
ultimately more benefited than any other 
object in the same scale, by the appli* 
cation of a large sum towards its pur«^ 
chase. 

It must be recoHected, that the duty 
of money consists in representing the 
objects of daily consujjiption, the an- 
nual or daily hire of man and of ani- 
mals, wd the transfer of all property 
giving an annual income. 

The power of any given quantity 

of money, in thus representing all 
things, is of course naturally limited; 
and if an extraordinary service is occa- 
sionally required for any particular ob- 
ject, there must arise a deficiency of 
power to represent other objects. 

If the price of stocks then should 
be carried by the purchases, through 
the sinking fund taxes, higher than the 
scale established by the relative plenty or 



^4 '^^^ POCTRIHS > 

scarcity of money entitled them to, a 
discordance with the other objects in 
that scale would immediately ensue, and 
all the principles of relative value be 
immediately destroyed. 

It must then become the interest 
of every individual, who wishes to* ap- 
propriate his money to the purchase of 
an annual income, to neglect the piiblic 
sibckS:, and to apply such money to 
those objects which are proportionably 
lower in price than their character, for 
security, duration, &c. demands, until 
every object giving an annual income 
finds again its level in the natural scale 
of interest, established by the existing 
relative plenty or scarcity of money. 

Raising large sums of money by 
public loans, increases no doubt, in 
some degree, the general scale of inte^ 
rest, because it is, in fact, creating ad- 
ditional money- wealth, giving annual 
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fritefest; but this effect is trifling^ when 
comp^Qd with that which is produced 
by raising the same sum in taxes ; -and as 
Government expend the whole sum bor- 
rowed within the year, the general 
corisinnption of all' objects is conside- 
rably increased, and makes full amends 
for all capitals being temporarily de- 
ceased in' their money-value. 

■- - 

But if, on the ' contrary, lo pr.ct 
is taken from every person's ' income to 
pay off a public debt, the money- wealth 
is diminished at the expence of the ge- 
neral consumption -and of the public 
revenue, and the operation of the tax 
hurts the scale of interest much more 

r 

than the' diminution of so much money- 
wealth can have benefited it. The 
influx of money prevents these effects 
being generally perceived; but they are 
not less mathematically true, whether 
positive or negative; that is to say, 
whether the evil really takes place, or 
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that the good resulting from the influx 
of money is lost by simply repairing the 
mischief. 

Having now fully combated the de- 
lusive ideas of those who support sink- 
ing . fund systems, in every point of 
view in which the subject can be pre- 
sented^ it behoves me to add a few 
words on the imaginary consequences 
of an ever -increasing debt, and of the 
supposed difficulty, of finding money to 
support it. . . 

■ * • ■ 

I have already stated, that there 
exists, in practice, a mode of raising 
money on annuities for 65 or 70 years, 
which create no greater charge of in- 
terest than perpetuities, and become 
extinguished without any reimburse- 
ment. 

Had that mode therefore been 
solely adopted for 100 years past, wc 
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should at present only be burthened 
with the annuities created during the 
last 65 or 70 years, and have an an- 
nuity falling annually into the public 
Treasury, upon which a new annuity 
y for 65 or 70 years might be annually 
and perpetually granted, while we should 
^^joy^ unincumbered, the natural in- 
crease in the yearly produce of existing 
taxes, as a collateral resource and secii« 
rity against future events. 

No situation in finance could be 
more enviable, and the financial machine 
might then be said to revolve upon its 
own axis, formed by taxes levied on 
the national industry and prosperity 
during 65 or 70 years, with the addi- 
tional security of a further increase in 
the produce of those taxes from increa- 
sing prosperity, promising thus eternal 
duration without further burdens. 

As modern nations have prospered 



t 

^ 



< » 



-208 THE DOCTRirJE 

'daring a nrach longer period, under 
"the most pernicious systems of public 
'finatice, it follO\frs of course that no 
greater difficulty could have arisen re- 
Specting the representation of an increa- 
,Sing debt, than has actually existed 
dttrijng the last S5 or 70 years. 

• But this fear of there not being a 
sufficient quantity of money for the 
support of an increasing debt, is equally 
applicable to increasing estates, houses, 
and industry ; as neither the one nor 
the other can conveniently take place 
\vithout additionar representative signs. 



' t\ \ • t% ' • 



The increase. of public debts,. when 
substituted for a. more pernicious, mod^ 
of raising money for the use of the 
Public, is as. useful and necessary to 
the prosperity of a nation^ as the increase 
of estates, houses^ and industry, because 
those debts are in that case the means 
pf prQmpting all those objects of national 
riches, or of preventing their decrease. 
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The complaints therefore, which are 
incessantly made against public debts, are 
frivolous as well as groundless, and 
should be levelled against raising the 
supplies within the year, in order to avoid 
public debts, against taxes for the pur- 
pose of paying oflF existing debts, and 
even against the mode of constructing 
many of those debts, as well as against 
that kind of taxes < levied even for the 
interest) which produces the greatest ef- 
fect in raising the price of all objects of 
consumption. 

Nations who accumulate money in 

thtir public treasury during peace, in 
order to carry on future warsi, act much 

more erroneously; and cannot much in- 
crease in wealth and strength, as the 
source of prosperity is locked up by 
those means. 

Philosophers attribute, in general, 
every incapacity in point of public finance, 

O 
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to the form of government, in place 
of tracing it to a pernicious form in their 
financial systems, which may be rectified 
under a despotic as well as under a free 
government. 

The construction of all our public 
debts, ought to have been confined to 
long annuities, which extinguish them- 
selves ; or to perpetual annuities^ redeem- 
able at pleasure. 



These perpetual annuities should 
have been granted at such a rate of in- 
terest, according to the relative scarcity 
or plenty of money, as to procure par, 
or 100 pncent^ in order to have the ad- 
vantage of redeeming them, when inte- 
rest of money fell ; a temporary high in- 
terest not being an object of consideration 
to a nation. 

We shall suppose, for argument sake, 
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that 3 pr. cents might be sold at 64 pr.ct 
and 5 pr. cents at loo. 

In the former case, money is no 
doubt obtained at a fraction less interest 
than in the latter; but of what moment 
is such saving, when compared with the 
possible reduction of those 5 pr. cents in 
a few years to 4 pr.cent. and perliaps to 
3i and even to 3 pr. cent, in the course 
of a more considerable number of 
years. 

This reduction becomes at least a 
partial extinction of perpetual annuities^ 
and arises naturally from the principle 
of paying a low interest for the use of 
money, when it is relatively plenty, after 
having paid a high interest for it, when 
it was relatively scarce. 

These reductions of interest have 
already been established by | practice, 
and it therefore becomes unnecessary 

O 2 
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for me to add more on the subject, or 
to observe, that 3 prxents cannot, with- 
out some equivalent consideration, or 
without consent, of the proprietors, be 
further reduced. 

But it is necessary to remark that, 
under this diminution of interest to 3 pr. 
cent, our public debts would seem to 
acquire a new character for durability 

equal to that of land ; and although it 
may be thought unfair, that the proprie- 
tor can never claim his capital at any 
future period , and that he remains sub- 
ject to the disposing of it much below 
par when interest of money is high, yet 
it must be considered, that every pur- 
chaser of land, houses, &c. when inte- 
rest of money is low, becomes equally 
exposed to this loss when interest of 
money is high, should his wants oblige 
him to alienate his property. 

This dispensation in Government 
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from ever returning the capital, is fully 
compensated to the proprietor of the an- 
nuity, by its being perpetual and always 
saleable; by the superior security of all 
public debts, and by the facility of re- 
ceiving the interest half yearly. • 

I have however asserted, in the First 
Part of this Work, that all public debts, 
properly constructed, will extinguish 
themselves without any reimbursement, 
arising from a sinking fund: but this 
appears, as yet, only to be the case with 
the long and the short annuities, as the 
partial extinction of the 5 and 4 pr.cts. 
is confined to their reduction as low as 
3 pr. cent* and it therefore now becomes 
necessary for me to develope a new 
mode of proceeding with those 3 pr. cts. 
by which they may be further reduced, 
and be at last fully extinguished without 
a sinking fund, and without any injury 
whatever to the money proprietors. 

This may ^t^m paradoxical; but it 

O3 
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arises naturally out of the power of mo- 

• «» 

ney, combined with the principles of re- 
lative v^ue, on which all financial ope- 
rations must be founded, in order to 
produce strict justice to all parties, and 
at the sa'me time certain as well as salu- 
tary eflFects to the whole community. 

It is a ^ell known fact, that our 
greatest loans are made in times of war; 
and as the scarcity of money is in ge- 
neral relatively greater during that period, 
than in times of peace, on account of the 
treasures of Spain remaining in Mexico 
and Peru, the 3 pr. cent annuities are 
considerably below par, or 100 pr.ct. 

* - . 

Suppose, for instance, chat they are at 
62 pr. cent, and that a new loan was ne- 
cessary. 

Government might offer to take the 
3 pr. cents at 70 pr. cent, provided that 
thirty pound sterling in money be added, 
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and for this one hundred pounds value 
so received, the Stockholder might be 
given the choice of a five pound an- 
nuity redeemable at pleasure, or a five 
pound sterling annuity for 70 years cer- 
tain^ and then to cease altogether. 

No Stockholder would object to 
such conversion, as his property would 
be increased by 3^ 8 sterling on every 
3^62 sterling, and his interest or yearly 
income 1 o shillings on every J^ 62 value, 
that is to say, above 4 pr. cent, on the 
capital value of that moment ; nor could 
Government hesitate at sacrificing 10 
shillings or i pr. ct. pr. annum on every 
£ loo sterling 3 pr. cents, which it re- 
deemed in this manner from perpetual 
existence. 

If these converted 3 pr. cents were 
originally 5 or 4 pr. cents, it is in fact 
only giving back for a time some part 
of a previous extinction, in order to ex- 

O 4 
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onerate the proprietors for the conse- 
quences of further reductions, and the 
advantages given, might serve also for a 
part of the bonus on the new loam 

In these points of view, the sacrifice 
could admit of no regret; but when 
simply adopted, as a reparation for errors 
committed^ in granting originally 3 pr.cts* 
much below par, it becomes a subject 
of grief, on account of the additional 
burthen, not unlike a sinking f und^ which 
it creates. 

The I pr, cent additional interest 
on each ^ .100 sterling stock, which the 
proprietor obtains, will, with compound 
interest, procure him more than his ca- 
pital in 70 years, if he takes the long an- 
nuity ; and if he prefers the five pound 
perpetual annuity redeemable at pleasure, 
a reduction to 4 pr. cent, would only 
diminish his original 3 pr. cent toaft, and 
if ultimately reduced to 3 pr. cent, there 
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would still remain aboilt if pr.' cent.*' of 
the original 3 pr. cent. stock^S interest. • 






Sevefgl conversions therefore aw ne- 
cessary, if perpetual annuities are granted 
before the whole can be extinguished ; but 
the new debt is also diminishing in an- 
nual burthens at each reduction of in- 
terest. 

Should these repeated conversions 
take 100 years to extinguish fully the 
perpetual annuities, they would still be 
less burthensome to the nation than a 
70 years annuity, because a partial relief 
of h pr. cent. Aight take place in a few 
years after their creation, whereas the 
whole burthen of a long annuity must 
remain during its existence of 70 years. 

If ic happened that the perpetual 
annuities could not be reduced lower 
than to 3i pr. cents, the same principle 
may still be adopted towards their coa- 

5 
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version into 5pr.ct. perpetuities or long 
annuities ; nor must it be understood, that 
I have stated the exact proportion to 
be observed between those differently 
constructed annuities, as their relative 
price must depend on a variety of ex- 
isting circumstances, to be considered 
by the Minister, . and by the Money- 
lender, when any financial operation 
takes place* 

It is sufficient for me to have shewn 
the general and unerring principles of 
finance, as well as the solidity of my ar- 
guments, and the pr^ticability of the 
doctrine so repeatedly urgfed by me, that 
all public debts are extinguishable with- 
out a sinking-fund, and without paying 

a higher interest than the current rate 
of money demands. 

As the terms of all money. transac- 
tions are constantly varying, the Minis- 
ter of Finance has not only to attend to 
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the general principles, in constructing all 
public debts, but also to the existing 
rate of interest, and to the principles 
of equivalent value in diflFerently con- 
structed annuities. 

The Money-lenders are by education 
sufficiently instructed how to attend to 
their own interest; but the education 
of Statesmen has hitherto been ill-sui- 
ted to acquiring that degree of know 
ledge, respecting the interest of the 
Public, when money is to be raised, which 
would put him on a footing with his 
antagonist, and give him a perfect idea 
of his undoubted power to give such 
a form to his loan as he thinks proper, 
and ro enforce, at the same time, reaso- 
nable terms. 

It Is to this disparity of knowledge, 
that the doctrine of equivalents has been 
entirely lost sight of in public finance, 
and that the monied men in almost every 
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country, have made bold assertions, with- 
out any proof on this intricate subject, 
and have enormously enriched themselves 
at the expence of a deluded, impove- 
rished, and ruined Public' 

In order to prove an assertion, 
which I made in. the former part of this 
Work, that a reimbursement by means of 
a sinking fund is in fact paying the ca^ 
pital twice, nay even three, times, I must 
observe, that a bonus from 3 to 5 pr. ct. 
is given on each loan, which indemnifies 
die money-lender against a possible fall in 

the price of Stocks, while any advan- 
tage which might proceed from a rise in 
the price, is lost sight of, although it has 
sometimes, from the influx of money from 
abroad, been so considerable, as to bring 
the bonus to 10 a 12 pr. cent. 

I do not pretend to find fault with 
this principle, as I believe it to be neces- 
sary for securing the money against the 
time it is wanted, and in order to cna* 
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ble the Minister giving such a form to 
his loan as he may think most beneficial 
for the public interest, in conformity to 
the principles of equivalent value, and 
the natural powers of money. 

This advantage is, however, unheard 
of in all private money transactions, and 
if laid out at compound interest, procures 
to the money-lender, in a certain number 
of years, a sum equal to the whole ca- 
pital lent. 

The higher income given for mo- 
' ney, beyond what is obtained for a per- 
petuity in land, procures also to the 
lender, in a certain number of years, when 
laid out at compound interest, a second 
sum equal to the whole capital lent. 

A reimbursement, therefore^ of the 
capital at a distant period, by means of 
a sinking fund, gives a third time the ca- 

* 

pita! borrowed. 






"^ 
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But what shall I say respecting 
the sale of 3 pr. cents, at 5$ a 56, and 
the repurchase of them at 96 a ^^ pncf. 
that i> to say, giving above 170 for 100 

s 

received- over and above the annual in- 
terest. 

« 

When the one and the other operation 
takes place within the course of 8 or 
10 years, as was lately the case in 
Great Britain, the advantages to the 
money-lender are superior to any I 
have enumerated^ and admit of no apo- 
logy or justification whatever. 

Having now shewn the insufficien- 
cy of our present system, and collected 
all the materials for raising a new finan- 
cial machine, it remains for me to ex- 
plain the arrangement of its component 
parts, in order to produce the greatest 

possible advantage to the whole com- 
munity. 
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As this new financial machine will 
have no decomposing principles in its 
construction, it will require no repairs ; 
and if not adopted too late, I will ven- 
ture to assert, that it will last from 
age to age, in ^yery country which 
is not yet matured in industry and po- 
pulation, or which is not yet reduced 

to an irremediable state of financial 
distress. 



A. 
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CHAPTER VI. 



0/f fAe most perfect System of Public 

Finance, 



ALTHOUGH the preceding 
Chapters contain very ample explana- 
tions ,of every point necessary towards 
th& formation of my financial system, 
yet it will be necessary to recapitulate 
shortly, the several parts, in order to bring 
them together into one point of view. 



For this purpose, my Readers must 
recollect, that as each money-tax in. 
creases necessarily the price of every 
object upon which it is levied^ as well 
as of many other objects, by action and 



f 

f ciction, the system of money-taxes haJ 

in its progress to this day, considerably 

enhanced the money-price of labour, and 

of every thing necessary for human 
existence* 

it must further be kept in view, 
that as the same quantity of money, 6t 
representative signs, becomes relatively 
less by the objects to be represented, 
demanding more of them as their measure 
or price, the interest of money is also * 

considerably increased by money-taxes* 

This interest^ or price of money, /^ 

has been proved to be the director and 
the regulator of what each capital ought 
to give in annual rate of income; and 
^1 productions being the annual income 
of a capital representable by inoney, it 
follows, of course, that a further in- 
crease in the income of all capitals, and 
in the price of all productions and of 

■V, 

labdur must ensue from this greater . 

P 
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relative scarcity of money, producing a 
higher rate of interest. 

I shall not here enumerate all the 
Actions and reactions which these two 
causes give rise to, but confine myself 
to saying, that they are numberless ; that 
their accumulating consequences are more 
and more distressing to each succeeding 
generation, and that they operate in a 
kind of geometrical progression. 

Every Statesman admits, that taxes 
are oppressive j but none think it neces- 
sary to examine into all the operations 
of the disorder which they occasion, 
and mankind have thereby been left 
eiftarely in the dark with respect to the 
ultimate effect, being necessarily a de- 
creased mass of industry, as well as an 
increased rate of interest^ and a decreased 
produce in the amount of each tax on 
every accumulation which takes place, 
either in their number, or in the ex- 
tension of any one specifically. 
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Neither could it possibly be disco- 
vered under the gene^al admission of 
oppression, divested of all explanations, 
whatever, tlat money -taxes increased also 
very considerably, and in 4 kind of geo^ 
liietrical progression the national expect 
ces, so that every new tax^ created t 
new expence, as well ^s a' new deficiency^ 
in the old revenue, at the very moment 
that an increase in the last, or a decrease 
in the first, became so essentially ni> 

cessary. 

These being then die con^uenceif 

of adding tax upon tax, it follows, that 
the taking ofi^ taxes must produce the 
direct contrary eflfect ; and no person can 
doubt, that the future prosperity of Great 
Britain calls for that measure in the most 
urgent manner. 

If the consequences which I have 
stated, should not be admitted by my 
ixadetS) it becomes necessary that the' 

Pa 
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tnxth be explained by those persons who 
pretend to have a better knowledge of 
tie nature of the oppression, in order 
to prevent its being said, that the com- 
plaints of mankind respecting money- 
taxes are groundless, and that the syjstem 
of taxation- may be pursued without 
dread or without limitation whatever. 

If we do not shew the mode in 
which money-taxes create mischief to a 
community, or prove any bad consequen-* 
ces which arise from them, we thereby 
either acknowledge our incapacity for 
Ae investigation^ or we tacidy confess 
that they do no mischief whatever : and 
to this esttraordinary idesi, I am confident 
the most ignorant as well as the most 
enlightened of mankind, will not give their. 
assent* 

Many Statesmen have indeed at- 
tempted to account for the iucreasin^ 
price of the necessaries of Ufe^ from 
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general prosperity of the country, and 
consequent influx of money, raising many 
individuals frotn a statQ of competency 
to a state of affluence. 

In this manner do they produce a 
speculative cause, in order to account 
for the mathematical effects of taxation. 

Their speculative reasoning is also 

divested of any depth of argument, be- 
cause those who -rise to affluence put 

out their surplus money at interest, an^Jr 
do not give higher prices in the market 
for the necessaries of life. 

Amongst those individuals also, who 
become rich, there are many that obtain 
their wealth at the expence of others 
^who are becoming poor} and of course, 
'in this case, one set supplies the other 
in those markets where the necessaries 
of life are procured. 

The additional money, also, which 
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the Nation in general acquires annually^ 
flows in gradually, and is absorbed by 
the increased representation of an addi- 
tional quantity of capital stock, and cf 
productions, which constitute jointiy,that 
national prosperity so much boasted ofj 
and requires to be supported by addi- 
tional money or representative signs, as 
forming a component part, which can^ 
not possibly be dispensed with. 

The obscurity in which this subjec 
fiasbeen hitherto enveloped, may be jusdy 
attributed to Philosophers having appliecl 
Speculative reasoning to a mathematical 
subject. 

They constantiy neglected to trace 
the mathematical operations of taxation, 
which would have rendered the subject 
perfectly intelligible, and confined them- 
selves entirely to the simple idea, that 
every thing became dearer on money 
becoming plenties* . 
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Every investigation will, however^ 
ptovt the contrary to be the case, firom 
the diminution which takes place in the 
rate of interest. 

The* number of objects to be re- 
presented, af e also so much increased by 
a circuitous process, under the influence 
of this diminished rate of interest, that 
the additional quantity of money, or re- 
presentative signs, brought into circula- 
tion, as well as that which is saved in 
the representation of all objects at their 
diminished money-value, is thereby com* 
pletely absorbed. 



In this manner does one part of 
the money system answer to the other 
part ; so that plenty of money produces 
plenty of all objects; and as plenty of 
money causes a lower Interest, or price 
to be givea for it^ so does plenty of 
all objects occasion a lower price to be 
jgiven for these objects, without any ia- 

P4 



justice being doYie to the industrioiM pro 
ducers : for, in the^ same manner as the 
eflFecTS of ;^ny machine will be in .pro^ 
portion to the diameter of its wheels, so 
is the quantity of industry in proportion 
to the quantity and toovement of money, 
or representative signs ; and the' price of 
such industry, when divested, : of taxes, 
in proportion to the price or interfest of 
money. 

Such is the course of nature^ when 
not interrupted in its proceedings by 
money-taxes. 

Let it for the present, then, bq 
taken for granted, that I have truly ex-* 
•plained all the intricacies of the perni- 
cious effects which arise from tiikation, 
and that I have proved the price of 
money to consist solely in the rate of 
interest; While the money price of any 
object is the measure due to it, as the 
jntwest of all the combined capital* 



tjmployed tx) -produce- it, with the ad-\ 
-dition of taxejff and their effects, and that 
the price' of gold and silver is tnerely 
the relative valtie of one Msetal with the 
:other, •' ' ; . ' . 

With these fundament;al pripciples 
to guide our enquiry 5 we can be at no loss 
to discover how there arose so much finan* 
pial distress hy levying the yearly want§ 
pf the public ihrqugh mpney- taxes ouly^ 
a? well, asthe cgnseguent necessity of 
yesorting ultimately to the funding. o? 
loan system, which was so reluctantly 
pursued^, although so salutary in its ef- 
fects. 

The imperfection of our loans in 
their construction, is another object 
which claims our particular attention, 
and airises from the ignorance of man- 
kind respecting their self- extinguishing 
principle. 

In admitting, then, that the interest 

P5 
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of all loans is.subj^cti tp: c^jtjsan j^pi^ndit 
foritsperioiJiof existence, without reim- 
bursementyjiiftt the fatal Consequences 
of taxation are n less mass of industry 
than would otherwise exist, and . that we 
subject ourselves to a less produce from 
each tax, as well as to an increase in 
the price of all things, and consequently 
in our public expenditure, there can be 
no doubt, that the tfucfisyistem of finance 
rmst conisist in such practical opera- 
tions as wiH check, in the greatest po:^ 
sible degree, these pernicious conse- 
quences^ ^iid procure, at the same 
time, all the necessary supplies for the 
State. 

> How easily would this object have 
been attained, had Government enacted, 
bn the introduction of money-taxes, that 
loans should annually take place for the 
whole of the public expences, and that 
the interest of such loans should be the 
x)nly object of money. taxes. 



> Such a system would have proved 
adequate to the higbejst expectations that 
could have been formed of it, and WQulA 
have had the certainty of endless dura* 
tion, supposing, no revoli^tion took place 
in the^ Gpvemment^ by which public 
credit could be injured ox annihilate4 
^:*^a time. - • ^ 



1. 



The funding ^stem, therefcse9'^on!* 
fitructed on self-extifiguiihing prindj^^si 
is the most advantageous, solid, aiid just 
plan for raising the public supplies ; and 
ought in the very first instance to have 
taken place for the peace-establishment 
as well as for the war-expehces. 

Supposing the interest, at that time, 
to have been 15 pr.cent. pr. annum, it 
would still have taken near 7 years to 
have brought the amount of taxes re- 
quired for the interest of loans, to what 
was -really levied the first year by a 
contrary system. 



,--v The isecond^ third, and- further 
years, would have had the advantage of 
a* r^id declension in the rate of intere st^ 
by the adoption of this plan, : . 

. The progress of industry, and rhp 
growing produce of each tax, wpuWdien 
have assumed a very different appearance 
than what really took place at that re- 
mote , ..period ;* ?3nd: the price of evcay 
yhing, as well : as our public expences, 
would have been kept down in such a 
jRianner, as would hardly now be credited* 

. . The taxes levied for the interest of 
loans during 65 a 70 years, would have 
formed an axis for the jfinancial machine, " 
upon which it might have perpetually 
revolved, whether such loans were fouu- 
ded on long annuities ceasing after a cer- 
tain period, or on perpetual annuities re- 
deemable at pleasure, »and, after reduc- 
tipn of interest, ultimately extingui^hable 
by conver.<:ions, as has been already e^r 
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plained: th^ last-mentioned Would evi- 
dently have been preferable to long an- 
nuities, while interest remained so very 
high. Industry would then have been 
no more subject to any check from new 
taxes, and the price of every object pro- 
duceablein Great Britain, would have been 
no further increased from that cause. 

The first loans would doubtlessf 
have been subject to the highest inte- 
rest; but, on their reduction to a lower 
rate, there would have arisen a v pro-' 
vision of interest fox further annual 
loans. 



Three grand resources would have 
been operating together, during those 
fo years, in' which the financial machine 
was to be compleated for perpetual dura- 
tion, if the Government was not anni- 
hilated at one time or other. 



I . The progressive increase of industry, 
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and consequently of the produce of exists 
iQg taxes. 

a. The power which Govenunenf 
possessed of raising yearly a new tax 
for the interest of loans, 

3. The gradual reduction Of intew 
rest, by paying off the loans at high in- 
terest. When the rate became loW^ed. 

•These annual loans would naturally 
become at first greater, in consequence 
of so many years accumulating taxes, and 
of the high interest of loans increasing* 
the price of every object, as well as the 
public expenditure. 

It is however probable, that a con- 
jiiderable nuriiber of the 65 or 70 years; 
would have passed without laying on a 
new tax for the interest of the annual 
loan, because the natural increase upon 
an established number of taxes>; HM the 
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reduction from high to low interest, 
would have been more than sufficient for 
the annual loans during peace. 

We must indeed detach from our 
ideas of the annual wants of the Public, 
either for a peace or for a war-esta- 
blishment, the scale of their present mag- 
nitude, as it is no ways applicable to 
the price of every thing for the first 
70 years after the introduction of money- 
taxes; and the low prices which then 
really existed, would not have acquired 
even that height, if the idea of making 
loans had originated at the same moment 
as that of taking taxes in money, and 
that the latter had also been solely con- 
fined to the interest of loans, and to the 
Civil List, as an annual debt due to the 
Crown. 



Unfortunately for mankind, the sys* 
tern of public debts was adopted some 
centuries too Istte^ and the present high 
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price of European productions, 28 well 
?is the aptual incapacity of many States 
to raise money, have originated from 
that circumstance, and from the general 
ignorance respecting money, and money 
taxes. 



Great Britain has hitherto supported 
the increase of taxation, by means of 
her increasing industry, her insular situa- 
tion, her superior constitution of go- 
vernment^ and her mechanical improve- 
ments, which have procured her many 
advantages over other nations. 



Whenever she could not obtain, by 
the balance of her foreign trade, the 
necessary augmentation of representa*' 
tive signs, in order to support her in- 
creasing industry, and her foreign ex*' 
pences in times of war, as well as 
the consequences of her accumulating 
taxes, she hns never failed to acquire it 
by her punctuality in all mdney con- 
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cerns; and consequently by her credits 
from the individuals of^Aer nations, 
through her public loans. 

These purchases in our funds have 
been carried to such lengths byforeiign^rs, 
that at this moment they liave claimjs 
nearly ' equal to all the circulating coins 
of Great' Britain. 

However alarming thi$ claim may ap- 
pear^ yet it is far from being so in reality, 

because any attempt to sell a considera- 
ble part of the public funds, in order to 
receive the amount in coin or bullipn, 
would reduce the price of Stocks so 
considerably, as to make Foreigners desist 
from further proceedings of that kind. 

The possibility of raising money by 
loanSj» was probably, on account of the 
ignorance of mankind;^ treated as chime- 
rical some centuries ago, as well as the 
possibility of having a never- failing 
paper-money^ or Bank-notes, in circuit- 
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tion, yet we see that both have taken 
place, and th;^ Great Britain could not 
have existed without them. 

But the progress of truth has, in 
all ages, been impeded and even opposed 
by those men who had the greatest re- 
putation for wisdom. 

This cannot arise from their want 
et capacity for investigation^ and can 
only be accounted for by the bad ef. 
fects of early prejudices, or to their 
want of candor in adopting tlie disco- 
veries and superior combinations of those 
who do not enjoy the same reputation 
for wisdom. 

The resistance which the Copemican 
System experienced by a tenacious adher- 
ence to the erroneous ideas of Ptolemy, 
affords a strongproof of this predilection 
for received opinions, and should be a 
warning againstimplicit confidence in men 
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of reputation, who are peculiariy endow- 
ed with tlie gift of writing or speaking. 



t 1-1 



Mathematical truths must^ indeed, tt 
hst prevail over all diflSculties? or resist- 

• • • r 

ahce ; arid with whatevei: Indifference 
my ideas on finance may be at present 
received, the time is not very distant 
when necessity will call for their bein^ 
partially if not completely adopted, as the 
only means left for saving the nation from 
ruin, and healing those wounds which the * 
errors of Statesmen have given to the 
financial sinews of Great Britain, and tathe 
peace of many families of small income* .. 

The inconsistency of the human un* 
derstanding, in reasoning upon puHic fin- 
ance,and in supporting the plan of a sink- 
ing fund, is inconceivable. 

We complain of the national debt, 
because the interest must be annually 
paid by taxes. 

Q 2 
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Taxation, is of cowse the disease we 
arelat»}uring- under ; and we wish to getrer 
lieved from a part, because we think that 
it is gradually undermining the State. 



.) 'x. 



But the mode in which taxes ope- 
rate tP the detripient of a nation, is 
never considered . or examined into, 
although h is the only nieans of acquir- 
ing a knowledge of what would operate 
either as a cure, or as a partial relief. 

We confine* ourselves, on the con-' 
trary, to the popular idea that, by creating 
a sinking" fund, in order to pay off the 
national debt, the interest, or the disease^ 
will of cQurse cease. 

infatuated human nature! Is it 
not evident, that tht sinking fund^ raised 
by taxes! and tie supplies raised iy taxet 
'ffithin the year^ in order to amd loans^ 
are not only the self -same disease as 
the interest raised by taxes^ of which so 
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Sftuch is complained, but also a dreadful 
Aggravation of twenty times as much asl^ 
either attempted tq be cured or avoided 
by these operatiofls ifor suppressing an«- 
nual interests! 

The preteiided cure, as well as the 
precaurionr of avoiding a'hy fiirthei: disease 
of iiitcre^t on loans, by raising the supplies 
within the year through taxes, are com 
sequently mere delusions of the human 
brain, which lead to the most^ fatal con- 
sequences. 

We cannot even boast of the ulti- 
mate relief which mu^t ensue, when a 
part of the debt is extinguished, and 
that the sinking fund taxes, as well as 
others to the amount of the interest re- 
deemed, will be taken off, as the politi- 
cal body will be reduced to a dreadful 
state of debility by this important aggxa- 
vation of the disease during so great a 
number of years, 

Q 3 
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By this state of debility, must be 
undej:$tood the enormous pricesof every 
thing, and the consequent increased an- 
nual /expence, without |any adequate 
income. 

Fatal symptoms of declining indus- 
try, and even of insurrection, may also 
appear, and become incurable, before 
the period of relief arrives, 

T^et us then reflect on the subject 
before it be too late^ and commence by 
immediately desisting from that desperate 
expedient of a sinking fund* 

It is evident, that no good can pos* 
sibly arise from it, and the act of aban- 

* % 

doning this unfortunate . and erroneous 
system will insensibly lead us into all 
the paths of financial wisdom. 






The dread hi^erto experienced re- 
specting an ever-increasing and eternally 
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existing . debt is now entirely removed 
by a knowledge of the ^practicability 
of making tho^e debts completely extin- 
guishable after a period of 60 a 70 years, 
or reduceabie in their interest in pro- 
portion to the reduction which might 
take place in the annual income or- 
price of money, with the possibility of 
ultimate annihilation by repeated con- 
versions. ' 

As our ancestors have most undoubt-?. 
edly deviated from the true principles 
of finance, on the introduction of mo- 
iH^ey- taxes, and that every succeeding ge- 
neration has thus been involved in greater 
expences, in greater debts, and in grea- 
ter difficulties^ it becomes our immediate 
duty to check and to mitigate those 
evils as much as lays in our power, by 
the most extensive adoption of the grand 
panacea, called public Loans, wherever 
their application can be substituted for 
an annual levy in t3xes. * 

Q4 
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This substitution will at once reduce 
such part of tke disease to about one-twen- 
tieth of what it would otherwise be. 

I - 

• - 

No nation can possibly dispense 
with that degree of taxation which is ne- 
cessary for the. annual i?H:erest of all 
loans, because the annuity must rest 
on the increased .value, and of course 
on a component part of the money-price 
given for the objects annually taxed for 
that purpose. 

The annual settlement oil the Crown, 
as well as some other inferior annual 
settlements, should also repose on the 

same security. 

« 1. 

Great Britain is no doubt sufficiently 
capable of providing for the interest of her 
national debt, and for those annual settle- 
ments by means of taxation ; and it would 
even be a matter of ,great -consolation 
to the Nation^ that; thiS'annual interest was^ 
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gradually diminisbing from a proper con- ? 
struction of the public debt, than bjT 
means of* further taxation, because an-' 
additional, annual fund would be then- 
naturally arising, in order to provide for: 
the interest of new loans* : I: 

But as the interest of this public 
debt has become so very considerable; 
from the erroneous system of finance 

which has been hitherto pursued^ and 
that the improvident construction and 

present form of those debts admit of 
very little extinction by natural means^ 

we are called upon not to admit of any 

• . . . • . .«• 

aggravation to the disease of taxation,, 
when it can possibly be avoided. 

« 

This leads me to state that the peace- 

. » 

establishment might also be raised by 

loans in the same manner as the war- 
expences. 

It would be absurd to suppose that 
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there was any necessity for levying the • 
expences of the army, the navy^ and of 
the miscellaneous services duriiig peace, 
in my other manner than the war ex- 
pences with which they are oftqn blen- 
ded, as the regular payment df the ob- 
jects furnished, is all that requires to be 
attended to, and the Nation has of course 
the right of raisingf the money in such 
a way as ' may . be found most beneficial 

to the whole community. 

• • • 

The true principles of finance-the^e- 
fore, as well as the necessity of reducing 
the disease of taxation to the lowest pos- 
sible state, demands that the experices of 

the peace-establishment be provided for 

« 

by annual loans, instead of taxes within 
the year, in the sarne manner as dire ne- 
cesisify has already called for the provi- 
sion of the war-expences. 

How fortunate then for the inha- 
bitants o£ Great Britain, that the very 



simple cos^bination of sdf-exdnguishing 
loans can-^idll be applied as a substitute 
towards relieving us from tbat part of 
our present taxes, which form a pro3d- 
sion for our peace-escablishment, and that 
no substitute whatever is necessary for 
the present amount of our sinking-fund 
whenever its destruction is resolved pQ» 

" - . ' . " ' . '-^ L "■ 

.At 

Supposing the former to be yrnUi 

lions and the latter 6 millions, it follows 
of course that the nation may be imme- 

« 

diately relieved of ii millions of annual 
taxes; though prudence will, ho doubt, 
suggest its being done gradually, in oi^- 
der to avoid any bad consequences from 
too great and too sudden a change in the 
relative value of every thing. 

To supply the. wants of 5 million 
annually for the peace - establishment, 
an annual loan to the amount gradually 

♦ 

taken off, must necessarily be resorted to. 
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V The ^annual interest ^6n ^ich year's 
loan, when fiilly taken oflF, may T^e cal- 
culated on an average * 4 pi?.Gcntr or 
3^ 200,000 sterling. 

. 'That additional, charge, . or * accunm- 
jb^ting cxpence, every Succeeding year, 
]K9M?e found: m the naturally growing 
produce of the remaining taxes every 
si|cceeding yeair. . 

' \ 

,, , This increasing produce in taxes has 

been proved, in general, to be- the, effect 

of an increasing importation of the me- 

* • • 

tals in Spain and Portugal, from whence 
th^y are dispersed throughout Europe 

* ^ - ^ ' . 

to the most industrious nations, amongst 
which Great Britain is so conspicuous. 

But the act of taking off gradually 
II millions of taxes, being tantamount 
in effect to the introduction of several 
million sterling in specie, would produce 
S(i rapid an increase of industry-,- and so 
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considerable a dinmiution in the price 
of all things, that a further increased 
produce in all the taxes Would take place 
annually, to the amount of several hun- 
dred thousand pounds^ iridependant of 
what arose from the increase of the metals 
and the whole 1 1 millions would be again 
forth- coming in the course of a certain 
number of years, on a lesser number of 
taxes, by means of a more extensive in^ 
dustry. 



/ 



The public expences for the peace- 
establishment, would also be so much di- 
minished by the reduced price of every 
thing that a 4§ million loan, or even 
less, would soon be substituted for the 
5 million annual loan; and as there 
would be no use for the extraordinary 
increase in the produce of taxes amount- 
ing as abovementioned, to several hundred 
thousand pounds ster]ing,every succeeding 
year, until tiie whole effect had taken 
•place, a tax or taxes might further be 
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annually taken oflF to a very great amount, 
and particularly if the natural or ordi- 
nary increase was equal to the interest 
en the annual loans* 

The distinction between the ordi* 
nary and the extraordinary increase, will 
no doubt be lost^ as they must of course 
appear blended together; but the ge. 
neral excess will be easily ascertained. 

The good consequences which would 
arise from this plan, would be so nume- 
rous, and succeed one another so rapidly, 
as to astonish mankind, and make our 
present system appear in that dangerous 
and destructive light, which it so pecu- 
liarly merits. 

It may however be thought neces- 
sary to put a part of oiir national debt 
into a state of gradual extinction, in or- 
der to secure with more certainty the 
perpetuity of our financial resources, to 
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which the mode of making loans in the 
3 pr. cents, during the two last wars, has 
given a very sensible shocki 

My readers will easily perceive, that 
a conversion of the 3 pr. cents into a 
70 years annuity, would not 1 afford a very 
speedy relief, and that it therefore be- 
comes necessary to convert a considera- 
ble part, at least, into a 4! a 5 pr cent, 
fund redeeinable at pleasure. 



In this case, a part of the extra- 
ordinary increase of the produce of 

taxes, might be appropriated towards the 
temporary increase of interest, from the 
conversion, and will of course form that 
sacrifice which is so necessary to be made 
for our past errors. 

The precaution of converting a con- 
siderable part of the 3 pr. cents, into a 
41 a 5 pr. cent, may perhajps not be ab- 
iolut^ly necessary towards the permanency 
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cf our financial sjrstem, but the public 
debt cannot with propriety be left in its 
present state ; and it behoves us to add 
every sort of security, in support of *a 
fabric, which has been built upon very 
unsafe principles, and to which no atten- 
tion has been paid, until it was upon 
tiie point of giving way. 

The large sums of interest to be 
provided for in times of war, present 
themselves also for political consideration, 
as the natural increase in the produce of 
taxes is no ways adequate to such a 
provision* 

Hitherto the interests of war-debts 
have been raised by new taxes; but as 
those times , are not the most favourable 
for such an operation of finance, it may 
not be improper to allow the extraor- 
dinary increase in the produce of the 
taxes to accumulate to 2§ or 3 millions, 
during peace, and by applying it during 
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that time to defray in part the peace 
establishment, reduce thereby the neces- 
sary annual loan of 4j or 5 millions in 
proportion as that Superfluity of produce 
arose. 

These $ millions, in addition to the 
annually growing produce of taxes, will 
supply the interest of loans during war; 
and for any deficiency that might exist, 
some of the old taxes may be renewed, 
until a peace takes place, when the grow- 
ing produce of taxes will be again suf- 
ficient for the interest of the loans to be 
made annually for the peace-establish- 
ment. 

As there will probably^ during that se^ 
cond period of tranquillity, arise some re- 
ductions in high interest, or some extinc- 
tion of annuities granted, an annual fund 
may again be established, to be expended, 
in interest on loans during war } and the 
loans for the peace- establishment will, ia 

R 
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consequence of this annual fund, be again 
so much less. . 

y 

•• > 

Z have now stated how far a nation 
may go, with propriety and justice to all 

parties concerned, in substituting loans for 
taxes, ^ and even ho wpublic loans may be so 
constructed^ as to disappear in the course 
of a considerably number of years, with- . 
out any reimbursement of the capital, 
or injustice to the money-lenders. 

I only wish, however, to urge for 
the present, the absolute necessity of 
taking off taxes to the amount of the 
sinking fund, and also the right which the 
Public has to demand it frp!m the Legisla- 
ture, as a contrary system is so repugnant 
to good sense,, and extremely injurious 
to the future welfare of the Nation. 

This relief from taxation will alone 
ireduce, very considerably, our expences 
below what they otherwise will be/ 
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and occasion ax extraordinary increase 
in tlie fxreduce of our taxes, suppo^ 
«ing even a war to taki place next 

year. ' " 

• - • • , . 

This extraordinary increase, joined 
to the ordinary increase, will pro- 
vide for the interest of the -Idarfs in 
the first yfcars of the w&r; and wbei4^ 
that resource is exhausted, it will be 
still expedient and practicable to avoid- 
new taxes, by encroaching on the an- 
nual peace- establishinent fund of 4J 

or 5 millions, making of course the an*! 
nual war loan so much m6re as may be.: 
expended in interest, until the war shtiii 
cease. 

For that part of the annual peace* 

establishment (supposing even that it 

anM)unted to almost the whple) which 

might be thus consumed in interest of 
loans during war, it will be necessary 

to continue annual loans during peace^ 
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until the ordinary increase in the, pro- 
duce of existing taxes, the falling in of 
annuities, and the probable reductions 
in the interest of the loans made dur- 
ing war, shall have again provided for 
them. 

On ^the supposition, however, that 
the resources which I have enumerated 
were not , adogiuate to the exigencies of 
the State, or that it was deemed politL- 
cally . expedient to have ^the deficient 
part of the anmial peace - establishment 
immediately forthcoming from taxation, 
recourse may be had to levjdng a cer- 
tain annual )sum in taxes^ say 2 or 3 
millions after peace is established. The 
same mode of proceeding, as above sta- 
ted, may again be followed during fu- 
ture wars; and it is necessary to ob- 
serve, that whatever disappointments 
might occasionally arise, either in the 
growing produce of taxes, in the, reduc- . 
tions of interests during peace, or in 
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the increase of our public expences, that 
it may at all times be provided for 
through the mode which is now adopt- 
ed;; that is to say, by laying on new 
taxes, or by levying again some of those 
which were taken off, which every Go- 
vernment has the right as well as the 
power to do. 

It is evident, that the system which 
I have endeavoured to explain, destroys 
no resource wAapever ; but on the contrary 
protracts, by a happy combination of 
the powers of money and of taxes^ for 
the interest pf loans ofi/y:, that accumu^* 
lation of burdens, which produce such 
confusion in the economy of States, as 

well as of individuals. 

( 

I am fully aware^ that I have ap- 
plied ray studious hours to a very un- 
grateful subject, of which few indiviv 
duals will attempt an investigation ; and 
of which a model cannot be made, as is 

R 
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the case in xaedianics, so as to convince 
even the most ignorant man of its ef- 
ftcts; without giving him tte trouble of 
examining the different parts by which^ 
the wfaok is constructed. , 



I have however done my duty to 
the Public^ in communicating what know- 
ledge I have acquired by reflexion and 
deep meditation; and if the inhabitants 
of Great Britain persist in following a 
system that leads to evident ruin, 1 can 
ijnly silently lament their infatuation. 

■k «. - « 

u .- They must not imagine, however, 
*hat these principles are exclusively ap- 
plicable to Great Britain, and that no 
other nation can adopt them. 

The principles I have explained 
«e applicable to the finances of al} 
'countries, whatever may be the errors 
which they have already committed. 



^ > 



. Holland may be can«iderably re* 
iieved in times of peace^ .although sfae 
has iou^d herself ;to annual reimburses 
wents, -wliidx form a. part of her aii* 
tiual deficiency ; and tlas retror can only 
be repaired by new annual loans;, on 
pfoper principles, to the same amount, 
on wWch a sacrifice for borrowing 
with one hand,, at highr iatetest^ to pay 
off wirff another hand what was con-i 
stituted at lower interest, must nat©* 
Tally ensue, because public credit calls 
imperiously for the rigid performance 
of all engagements which are entered 
into. , 

- This error proceeded ftom their 
Statesmen supposing, very improperly, 
that an obligation to reimburse was ne* 
cessary to obtain the money wanted on 

loan, or that. a fractional, part of the 

' • ' ...... ■ , 

jmnual interest would be saved bysu,b- 
iBitting to this inconvenience of reinur 
bursement. 

R 4 
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It is in my opinion more excuse- 
«jhle than that p£ gratuitously paying off 
without any obligation whatever to do 
it, and at the rate of ^ lJ\o^ or more, 
for every ^ loo sterling received, as 
will take place in Great Britain ; though, 
I must confess, that the impracticability 
of paying oiF public debts has heen self* 
evident, in Holland, so long ago as 1795, 
since which time this system has been 
mostly adopted. 

Holland is not even able to bear 

her present taxes ; and she will there- 
fore be at last compelled to relieve her 
inhabitants from the grievous oppres- 

sion of paying annually, as a gratuitous 
gift, 7 pr.cerit. on their incomes, and 
I pr. cent, on their capital, for the pur- 
pose of specijSc reimbursements, and to 
substitute, in lieu of it, annual and 
voluntary loans, on proper principles, to 
that amount, as well as for the remain- 
ing annual deficiency. 



T!ie Interest dti thife" general anmufl 

deficiency of, perhaps, 14 a 15 imBioiS 
of gilders in times of peace, would in- 
deed appear to be an increasing ztimA 
charge every succeeding year, which the 
increase of her industry would probably 
not be equal to, and of course that th^ 

additional annual interest would hcrt: be 
forthcoming in the annual ihcrbaserf 
produce of her taxes. *^'-' ' 



« ■ 



But the decrease of inteifest' dh 
her debt, which mighty by a proper corf- 
jstruction, take place in a few years, would 
more than provide for it; and, by eco^ 

nomy in her annual expences, she mttf 
even in part provide for this annual 
interest on 14 a 15 millions annual loan, 
particularly if she attends to the regu- 
larity -of her payments; as every ifrel 
gularity on this point produces a* great 
waste of public money. 

If the East Indfe Company, orthtfif 

R5 



«ettle|nenits, and tbeir cQnunercCt coold 
^alsofirovide for* the annual sun^ of 5 91 6 
mOofitJS of gildcrsj, which her debts and 
hfx civil^stablishment cpst the nation at 
present, the genejr^ deficiency wouI4 be 
considerably diminished. 

, I consider :her, bowever^ as hardly 
nhl^ to bear future wars, from the grea^ 
ness of her debt, and of her ^xpence^ 
as well as from her state of maturity, 

with respect to internal industry and 
external comtperce, until the interest 
pf dje national debt is considera.bly di- 
minished by voluntary reductions, so as 
to pwvide again for large annual loans 
willK>ut new taxes. ; 

r 

HejT breach of faich is also at pre- 
sent much complained of, and of ^course 
her credit 'much impaired, by taking 
a sursis^ or not liquidating wliat was 
due according to the obligation entered 
into with the Public, on taking over the 
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cffeirts. and engagements of the Bw; 
India Company^ and confirmed by an^ 
article of the Constitution of 1 801, which 
only required the sacrifice of borrowing 
with one hand to pay oflF witjh die 
other ; and, like the. firstnientioned re* 
irabuTsements^ demanded no veyy im- 
portant new provision of interest 

It is to be hoped; that this sursis 
will nor degenerate into a pernKinent 
act of bankruptcy, which would put 
an end to all financial resources for a 
very long course of time; as th? in« 
crease of taxes, either ordinary or ex^ 
traordinary, to any great amount, is im- 
practicable, and the resource of public 
credit cannot exist without justice. 
Necessity must therefore ultimately en- 
force fair-dealing, and repel the false 
economy of a partial bankruptcy. 

The financial* situation of France 
has never been an object of enquiry 
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with me ; but I know that she has, in 
ixnitation of the errors of Great Britain, 
creiated a sinking-fund, of no great 
inlportince indeed ; though she has 
not hounJ herself to any reimbufse- 
nietits since the act of bankruptcy 
which reduced her debt to | of its 
amount. ' . 

An act of bankruptcy is no doubt 
attended with serious consequences ; but 
it must not be supposed, that the real 
principles of finance do not aiFord the 
means of repairing the machine, as the 
sacrifice necessary, is only a very heavy 
interest on the loans made for the first 

years^ of diffidence, after a breach 
of faith has taken, places, and until 
confidence be again restored. 

These breaches of faith originated 
from an ignorance of the true princi- 
ples of finance ; but a , knowledge of 
these principles will make it useless in 
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future, and they are of course «^ more 
to be apprehended. 

The French nation possesses so 
many men of quick comprehension, and of 
ready combination, that I have no doubt 
they will make the object of finance 

their particular study, and discover that 
such portion of their annual revenue 
which is now applied to the interest of 
their debt, is all that is required of the 
nation in taxes, and that the remainder, 
supposing it even 400 millions of francs, 
migA^ be annually raised by loans, pay- 
able by instalments of 10 pr. cent, 
monthly. 

As England and Holland have al- 
ready demonstrated the right and the 
power to take 10 pr. ct. on every per- 
son's income as a free gift, there can be 
no shadow of doubt respecting the right 
and the power of tacking to this bur- 
den the current intere«t, so as to make 
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it a favorable loan to those who are taxed 
in this manner, should voluntary loans 
not succeed. 



But the French nation will na- 
turally commence with loans for a small 
part only;, in order to be certain of the 
practicability of this system ; and will 
gradually extend it more and more, 
from the great prosperity which they 
will find to arise from it^ as well as on 
account of the sensible diminution which 
will take place in the ratio of interest 

on their public funds, and in their ex- 
penCeS, by the regularity of their pay- 
ments, and by the diminished price of 
various objects. 



That they must now pay about 
lo pr. cent interest for what they ftiay 
think proper to, borrow, \s mostly to 
be ascribed to their having broke their 
faith with their creditors ; but the for- 
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feit of imareased interest will dnly exist 
for a few years, if they attend to the 
proper construction of their debts* 



I doubt if their national interest 
amounts to four millions sterling, in- 
cluding that on arrears and on anticipa- 
tion of revenue ; and as their former er- 
rors and their past bad conduct, in break- 
ing their faith, will in a few years be 
repaired and eflfaced, they will have 

many advantages over Great Britain, in 
point of finance, since their taxes and 
their debts will be both relatively and 
positively much less. 



Should both nations persist in fol- 
lowing their present systems, they will 
even ultimately be in the most favoura- 
ble situation, because they are not fol- 
lowing the system of reimbursement to 

any extent, and can at all times relieve 
themselves from a great portion of their 
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present taxesj ty substituting loans, either 
voluntary or forced, while we are bur- 
dened with an immense debt, and are in- 
volving ourselves in more taxes and 
more expences, from our sinking-fund 
gystera^ to an enormous amount. 



It will perhaps be said, that I act 
improperly in talking so favourably, and 
itt cQ A-vpi^nafnry a manner, respecting 
the finances of France : but it must be 
Considered, that the inhabitants of Great 
Britain are kept in t^ie dark upon this 
subject ; that science is intended by Na- 
ture to be for the benefit of all mankind ; 
and that when a new and eligible system 
is adopted by one country, it will natu- 
rally be imitated in other countries. 

The British nation has hitherto 
neglected this science, and amuses her- 
self with the paltry progressive increase 
in the produce of her old taxes, as a 
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proof of hqr prosperity, and also with 
the false idea, that the want of public 
credit in France renders that nation in- 
capable of any financial efforts. 

This new system will therefore, 
njosjt probably, make its way first in 
other countries, whose inhabitants have 
not this increasing resource to imuse 
themselves with, and be afterwards adop- 
ted by Great Britain from dire necessity; 
although it might have taken root there 
eighteen years ago, and have produced 
a very different political situation, with 
respect ro other countries, than at present 
exists. 

I shall now conclude with some 
general observations, applicable to all 
countries. 

Every Government has the right 
and the power to levy on the inhabitants, 
by taxes or by loans, as may be found 
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most beneficial to the CQirnnuriity, what- 
ever may be necesssay for its internal 
defence, and fpr i^s external attiacks in the 
case of war. 

Loans are, in all cascs^ (^except for 
mte^est^ to be preferred to taxes. 

^Those loans may be voluntary oi 
forced, at the current rate of interest, 
without prejudice to any individuiil what- 
ever ; and may be so constructed, as 
to be subject ro ultiibate extinction in 
the course of a ■ given number of years, 
wlthput any greater burden in taxe$ 
for the interest, than those levied in the 
first 65 or 70 years. 

These principles give the power of 
establishing public finance with such 
security, that it may move on its own* 
axis, as long as Government continues 
to exist ; and be even continued under h 
succession of governments, as long as 
the world exists. 
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The resource of bankruptcy, by not 
fulfilling every engagement, produces 
greater burdens and inconveniences than 
it attempts to remove ; and is the height 
of injustice. 

I It actt, in the first instance, a$ a vio- 
lently oppressive tax, solely upon those 
individuals whom it injures; and, in 
the result, becomes a very heavy tax 
upon the whole community, by destroy- 
ing public credit. 

This is evident, in the depreciated 
state of the remaining funds, and in the 
high interest which a nation is afterwards 
obliged to give ; both which circumstan- 
ces are injurious to th© whole commu- 
nity, and particularly distressing to those 
who are divested of their just claims 
upon the Public. 

It is therefore for the interest, as 
well as for the honour of the Public, lo 
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subroit to a j;eneral tax, in ord^ to 
avoid these consequences. 

National bankruptcy, or national 
incapacity, in point of finance, h of 
course national nonsense; and takes its 
rise equally with the financial distresses 
of some CQuntrieii, and the approaching 
danger of others, from the want of a 
sufficient knowledge of the subject. 
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